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TUESDAY, JUNE 9, 1959 


U.S. SENATE, 

SUBCOMMITTEE ON FLoop ConTrROL-Rivers AND Harsors 

OF THE CoMMITTEE ON Pusiic Works, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a.m., in room 4200, 
New Senate Office Building, Washington, D.C. Senator Dennis 
Chavez (chairman of the committee) presiding. 

Present: Senators Chavez, Kerr, Randolph, Young (Ohio), Muskie, 
Case (South Dakota), Martin, Cooper, and Prouty. 

Also present : Senators Stennis and Gore. 

Senator Cuavez. Please come to order. 

The bills that will be discussed this morning are Senate 931 intro- 
duced by Senator Kerr and others, with reference to the Tennessee 
Valley Authority Act of 1933, as amended, and also, H.R. 3460, on 
the same subject matter. 

(S. 931 and H.R. 3460 are as follows:) 


[S. 931, 86th Cong., 1st sess.] 


A BILL To amend the Tennessee Valley Authority Act of 1933, as amended, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the last three paragraphs under 
the subtitle “Independent Agencies and Corporations” in title II of the Gov- 
ernment Corporations Appropriation Act, 1948 (61 Stat. 576-577), are hereby 
repealed effective with the close of fiscal year June 30, 1959; and the Tennessee 
Valley Authority Act of 1933, as amended, is hereby amended by inserting im- 
mediately after section 15¢ thereof (16 U.S.C. 831n-3) the following new section: 

“Sec. 15d. (a) The Corporation is authorized to issue and sell bonds, notes, 
and other evidences of indebtedness (hereinafter collectively referred to as 
‘bonds’) in an amount not exceeding $750,000,000 outstanding at any one time 
to assist in financing its power program and to refund such bonds. The Cor- 
poration may, in performing functions authorized by this Act, use the proceeds 
of such bonds for the construction, acquisition, enlargement, improvement, or 
replacement of any plant or other facility used or to be used for the generation 
or transmission of electric power (including the portion of any multiple-purpose 
structure used or to be used for power generation) ; as may be required in con- 
nection with the lease, lease-purchase, or any contract for the power output of 
any such plant or other facility; and for other purposes incidental thereto. It 
is hereby declared to be the intent of this Act that the power facilities built or 
acquired with the proceeds of such bonds or power revenues shall not be used, 
without prior approval by Act of Congress, for the sale or delivery of power by 
the Corporation outside the counties which lie in whole or in part within the 
Tennessee River drainage basin or the service area in which power generated 
by the Corporation is being used on July 1, 1959, except, when economically 
feasible, to serve the United States or agencies thereof or to interconnect with 
other utility systems for exchange power arrangements, or to interconnect Ten- 
nessee Valley Authority generating plants, or to serve existing rural electric 
cooperatives (as same now exist as to area and as of July 1, 1959) now being 
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served in part by the Tennessee Valley Authority: Provided further, That 
except as expressly provided above, all contracts entered into after this pro- 
vision becomes law for the supply of power to any distributor shall contain 
an agreement by said distributor to confine the resale of such power within 
the boundaries of the counties above described and such additional areas (not 
more than five miles from such boundaries) as may be necessary to care for 
the growth of communities within said counties provided said communities 
were receiving Tennessee Valley Authority power on July 1, 1959. 

The principal of an interest on said bonds shall be payable solely from the 
Corporation’s net power proceeds as hereinafter defined. Net power proceeds 
are defined for purposes of this section as the remainder of the Corporation's 
gross power revenues after deducting the costs of operating, maintaining, and 
administering its power properties (including costs applicable to that portion 
of its multiple-purpose properties allocated to power) and payments to States 
and counties in lieu of taxes but before deducting depreciation accruals or other 
charges representing the amortization of capital expenditures, plus the net 
proceeds of the sale or other disposition of any power facility or interest therein, 
and shall include reserve or other funds created from such sources. Notwith- 
standing the provisions of section 26 of this Act or any other provision of law, 
the Corporation may pledge and use its net power proceeds for payment of 
the principal of and interest on said bonds, for purchase or redemption thereof, 
and for other purposes incidental thereto, including creation of reserve funds 
and other funds which may be similarly pledged and used, to such extent and 
in such manner as it may deem necessary or desirable. The Corporation is 
authorized to enter into binding covenants with the holders of said bonds— 
and with the trustee, if any—under any indenture, resolution, or other agree- 
ment entered into in connection with the issuance thereof (any such agreement 
being hereinafter referred to as a ‘bond contract’) with respect to the establish- 
ment of reserve funds and other funds, provisions for insurance, charges for 
supply of power, application and use of net power proceeds, restrictions upon 
the subsequent issuance of bonds or the execution of leases or lease-purchase 
agreements relating to power properties, and such other matters, not incon- 
sistent with this Act, as the Corporation may deem necessary or desirable to 
enhance the marketability of said bonds, The issuance and sale of bonds by 
the Corporation and the expenditure of bond proceeds for the purposes specified 
herein, including the addition of generating units to existing power-producing 
projects and the construction of additional power-producing projects, shall not 
be subject to the requirements or limitations of any other law: Provided, how- 
ever, That, except with the approval of the President during a period of national 
defense emergency hereafter declared by the President or by the Congress, no 
such bond proceeds, nor any power revenues, shall be used to initiate the con- 
struction of an additional power-producing project until (1) the Corporation 
notifies the President and the Congress of its plant to construct such additional 
project, and (2) following such notification, a period of ninety days, while 
Congress is in a single session, elapses without the passage of a concurrent 
resolution disapproving such construction. 

“(b) Bonds issued by the Corporation hereunder shall not be obligations of, 
nor shall payment of the principal thereof or interest thereon be guaranteed by, 
the United States. Proceeds realized by the Corporation from issuance of such 
bonds and from power operations and the expenditure of such proceeds shall 
not be subject to apportionment under the provisions of Revised Statutes 3679, 
as amended (31 U.S.C. 665), and such proceeds and bonds shall not be included 
in computations of receipts, expenditures, surpluses, or deficits in the Budget 
prepared annually pursuant to section 201 of the Act of June 10, 1921 as 
amended (31 U.S.C. 11), except to the extent of the amounts budgeted by the 
Corporation for payments pursuant to subsection (e) hereof on account of the 
appropriation investment as therein defined, and for reduction of said investment. 

“(e) Bonds issued by the Corporation under this section shall be negotiable 
instruments unless otherwise specified therein, shall be in such forms and de- 
nominations, shall be sold at such times and in such amounts, shall mature at 
such time or times not more than fifty years from their respective dates, shall 
be sold at such prices, shall bear such rates of interest, may be redeemable 
before maturity at the option of the Corporation in such manner and at such 
times and redemption premiums, may be entitled to such relative priorities of 
claim on the Corporation’s net power proceeds with respect to principal and 
interest payments, and shall be subject to such other terms and conditions, 
as the Corporation may determine: Provided, That before issuing any bonds 
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hereunder, the Corporation shall advise the Secretary of the Treasury with 
respect to the amounts and terms of bonds to be issued and the proposed date 
of the sale thereof, and if the Secretary, within fifteen days after receiving such 
advice, shall request deferral of the sale thereof for a period not in excess of 
forty-five days, the Corporation shall not sell the bonds before the end of such 
period and if the Secretary of the Treasury shall recommend changes in the 
amounts, terms, maturities, or conditions of the bonds, the Corporation shall 
not sell the bonds until an additional thirty days have been given to considera- 
tion of said recommendations unless they have been sooner agreed upon. The 
Corporation may sell such bonds by negotiation or on the basis of competitive 
bids, subject to the right, if preserved, to reject all bids; may designate trustees, 
registrars, and paying agents in connection with said bonds and the issuance 
thereof; may arrange for audits of its accounts and for reports concerning its 
financial condition and operations by commercial accounting firms (which audits 
and reports shall be in addition to those required by sections 105 and 106 of 
the Act of December 6, 1945 (59 Stat. 599; 31 U.S.C. 850-851), may, notwith- 
standing the provisions of sections 302 and 303 of the Act of December 6, 1945, 
as amended (59 Stat. 601-602, 70 Stat. 667; 31 U.S.C. 867-868), or any other 
law, but subject to any covenants contained in any bond contract, invest the 
proceeds of any bonds and other funds under its control which derive from or 
pertain to its power program in any securities approved for investment of na- 
tional bank funds and deposit said proceeds and other funds, subject to with- 
drawal by check or otherwise, in any Federal Reserve Bank or bank having 
membership in the Federal Reserve System; and may perform such other acts 
not prohibited by law as it deems necessary or desirable to accomplish the 
purposes of this section. Bonds issued by the Corporation hereunder shall con- 
tain a recital that they are issued pursuant to this section, and such recital 
shall be conclusive evidence of the regularity of the issuance and sale of such 
bonds and of their validity. The annual report of the Board filed pursuant 
to section 9 of this Act shall contain a detailed statement of the operation of the 
provisions of this section during the year. 

“(d) Bonds issued by the Corporation hereunder shall be lawful investments 
and may be accepted as security for all fiduciary, trust, and public funds, the 
investment or deposit of which shall be under the authority or control of any 
officer or agency of the United States. The Secretary of the Treasury or any 
other officer or agency having authority over or control of any such fiduciary, 
trust, or public funds, may at any time sell any of the bonds of the Corporation 
acquired by them under this section. Bonds issued by the Corporation here- 
under shall be exempt both as to principal and interest from all taxation now 
or hereafter imposed by any State or local taxing authority except estate, in- 
heritance, and gift taxes. 

“(e) From net power proceeds in excess of those required to meet the Cor- 
poration’s obligations under the provisions of any bond or bond contract, the 
Corporation shall, beginning with fiscal year 1960, make payments into the 
Treasury as miscellaneous receipts on or before December 31 and June 30, of 
each fiscal year as a return on the appropriation investment in the Corporation’s 
power facilities, plus a repayment sum of not less than $10,000,000, which re- 
payment sum shall be applied to reduction of said appropriation investment. 
The said appropriation investment shall consist in any fiscal year, of that 
part of the Corporation’s total investment assigned to power as of the beginning 
of the fiscal year (including both completed plant and construction in progress) 
which has been provided from appropriations or by transfers of property from 
other Government agencies without reimbursement by the Corporation, less 
repayments of such appropriation investment made under title II of the Gov- 
ernment Corporations Appropriation Act, 1948, this Act, or other applicable 
legislation. The payment as a return on the appropriation investment in each 
fiscal year shall be equal to the computed average interest rate payable by the 
Treasury upon its total marketable public obligations as of the beginning of 
said fiscal year applied to said appropriation investment. Payments due here- 
under may be deferred for not more than two years when, in the judgment of 
the Board of Directors of the Corporation, such payments cannot feasibly be 
made because of inadequacy of funds occasioned by drought, poor business con- 
ditions, emergency replacements, or other factors beyond the control of the 
Corporation. 

“(f) The Corporation shall charge rate for power which will produce gross 
revenues sufficient to provide funds for operation, maintenance, and adminis- 
tration of its power system; payments to States and counties in lieu of taxes; 
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debt service on outstanding bonds, including provision and maintenance of 
reserve funds and other funds established in connection therewith; payments 
to the Treasury as a return on the appropriation investment pursuant to sub- 
section (e) hereof; and such additional margin as the Board may consider de- 
sirable for investment in power system assets, retirement of outstanding bonds 
in advance of maturity, reduction of appropriation investment, and other pur- 
poses connected with the Corporation’s power business, having due regard for 
the primary objectives of the Act, including the objective that power shall be 
sold at rates as low as are feasible. In order to protect the investment of 
holders of the Corporation’s securities and the appropriation investment as 
defined in subsection (e) hereof, the Corporation, during each successive five- 
year period beginning with the period from July 1, 1959, through June 30, 1964, 
shall apply net power proceeds either in reduction (directly or through payments 
into reserve or sinking funds) of its capital obligations, including bonds and 
the appropriation investment or to reinvestment in power assets, at least to 
the extent of the combined amount of the aggregate of the depreciation ac- 
cruals and other charges representing the amortization of capital expenditures 
applicable to its power properties plus the net proceeds realized from any dispo- 
sition of power facilities in said period. 

“(g) Power generating and related facilities operated by the Corporation 
under lease and lease-purchase agreements shall constitute power property 
held by the Corporation within the meaning of section 13 of this Act, but that 
portion of the payment due for any fiscal year under said section 13 to a State 
where such facilities are located which is determined or estimated by the 
Board to result from holding such facilities or selling electric energy generated 
thereby shall be reduced by the amount of any taxes or tax equivalents ap- 
plicable to such fiscal year paid by the owners or others on account of said 
facilities to said State and to local taxing jurisdictions therein. In connection 
with the construction of a generating plant or other facilities under an agree- 
ment providing for lease or purchase of said facilities or any interest therein 
by or on behalf of the Corporation, or for the purchase of the output thereof, 
the Corporation may convey in the name of the United States, by deed, lease, 
or otherwise, any real property in its possession or control, may perform engi- 
neering and construction work and other services, and may enter into any 
necessary contractual arrangements. 

“(h) It is hereby declared to be the intent of this section to aid the Cor- 
poration in discharging its responsibility for the advancement of the national 
defense and the physical, social, and economic development of the area in which 
it conducts its operations by providing it with adequate authority and admin- 
istrative flexibility to obtain the necessary funds with which to assure an 
ample supply of electric power for such purposes by the issuance of bonds and 
as otherwise provided herein, and this section shall be construed to effectuate 
such intent.” 

Src. 2. Paragraph seventh of section 5136 of the Revised Statutes (12 U.S.C. 
24), as amended, is further amended by inserting after the words “obligations 
issued by the International Bank for Reconstruction and Development which 
are at the time eligible for purchase by a national bank for its own account” 
the words “, nor to bonds, notes, and other obligations issued by the Tennessee 
Valley Authority,” and by substituting for the words “said bank” in the im- 
mediately following proviso the words “either of said organizations”. 


[H.R. 3460, 86th Cong., 1st sess. ]! 


AN ACT To amend the Tennessee Valley Authority Act of 1933, as amended, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the last three paragraphs under the 
subtitle “Independent Agencies and Corporations” in title II of the Government 
Corporation Appropriation Act, 1948 (61 Stat. 576-577), are hereby repealed ; and 
the Tennessee Valley Authority Act of 1983, as amended, is hereby amended by 
inserting immediately after section 15c thereof (16 U.S.C. 831n-3) the following 
new section : 

“Seco. 15d. (a) The Corporation is authorized to issue and sell bonds, notes, 
and other evidences of indebtedness (hereinafter collectively referred to as 
‘bonds’) in an amount not exceeding $750,000,000 outstanding at any one time 
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to assist in financing its power program and to refund such bonds. The Corpora- 
tion may, in performing functions authorized by this Act, use the proceeds of 
such bonds for the construction, acquisition, enlargement, improvement, or 
replacement of any plant or other facility used or to be used for the generation 
or transmission of electric power (including the portion of any multiple-purpose 
structure used or to be used for power generation) ; as may be required in con- 
nection with the lease, lease-purchase, or any contract for the power output of 
any such plant or other facility; and for other purposes incidental thereto. 
Unless otherwise specifically authorized by Act of Congress existing and sub- 
sequently built, leased or acquired power facilities of the Corporation shall not 
be used for the sale or delivery of power for use outside the service area of the 
Corporation as it existed on July 1, 1957, except when economically feasible for 
exchange power arrangements with other utility systems with which the Corpo- 
ration had such arrangements on said date. Nothing herein contained shall 
prevent the Corporation from continuing service to Dyersburg, Tennessee, and 
Covington, Tennessee, or from entering into contracts to supply or from supply- 
ing power to the cities of Paducah, Kentucky; Princeton, Kentucky; Glasgow, 
Kentucky ; Chickamauga, Georgia; Ringgold, Georgia; and South Fulton, Ten- 
nessee; or agencies thereof: Provided further, That nothing herein contained 
shall prevent the transmission of TVA power to the Department of Defense 
or any agency thereof, on certification by the President of the United States 
that an emergency defense need for such power exists. Nothing in this Act 
shall affect the present rights of the parties in any existing lawsuits involving 
efforts of towns in the same general area where TVA power is supplied to obtain 
TVA power. 

“The principal of and interest on said bonds shall be payable solely from the 
Corporation’s net power proceeds as hereinafter defined. Net power proceeds 
are defined for purposes of this section as the remainder of the Corporation’s 
gross power revenues after deducting the costs of operating, maintaining, and 
administering its power properties (including costs applicable to that portion 
of its multiple-purpose properties allocated to power) and payments to States 
and counties in lieu of taxes but before deducting depreciation accruals or other 
charges representing the amortization of capital expenditures, plus the net pro- 
ceeds of the sale or other disposition of any power facility or interest therein, 
and shall include reserve or other funds created from such sources. Notwith- 
standing the provisions of section 26 of this Act or any other provision of law, 
the Corporation may pledge and use its net power proceeds for payment of the 
principal of and interest on said bonds, for purchase or redemption thereof, 
and for other purposes incidental thereto, including creation of reserve funds 
and other funds which may be similarly pledged and used, to such extent and 
in such manner as it may deem necessary or desirable. The Corporation is 
authorized to enter into binding covenants with the holders of said bonds— 
and with the trustee, if any—under any indenture, resolution, or other agree- 
ment entered into in connection with the issuance thereof (any such agree- 
ment being hereinafter referred to as a ‘bond contract’) with respect to the 
establishment of reserve funds and other funds, adequacy of charges for supply 
of power, application and use of net power proceeds, stipulations concerning the 
subsequent issuance of bonds or the execution of leases or lease-purchase agree- 
ments relating to power properties, and such other matters, not inconsistent 
with this Act, as the Corporation may deem necessary or desirable to enhance 
the marketability of said bonds. The issuance and sale of bonds by the Corpo- 
ration and the expenditure of bond proceeds for the purposes specified herein, 
including the addition of generating units to existing power-producing projects 
and the construction of additional power-producing projects, shall not be subject 
to the requirements or limitations of any other law, except the so-called Buy 
American Act, Title 41, U.S.C., Paragraph 10: Provided, however, That, except 
with the approval of the President during a period of national defense emer- 
gency hereafter declared by the President or by the Congress, no such bond pro- 
ceeds, nor any power revenues, shall be used to initiate the construction of an 
additional power-producing project until (1) the Corporation notifies the Presi- 
dent and the Congress of its plan to construte such additional project, and (2) 
following such notification, a period of ninety days, while Congress is in a 
single, session, elapses without the passage of a concurrent resolution disapprov- 
ing such construction. 

“(b) Bonds issued by the Corporation hereunder shall not be obligations of, 
nor shall payment of the principal thereof or interest thereon be guaranteed 
by, the United States. Proceeds realized by the Corporation from issuance of 
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such bonds and from power operations and the expenditure of such proceeds shall 
not be subject to apportionment under the provisions of Revised Statutes 3679, 
as amended (31 U.S.C. 665), and such proceeds and bonds shall not be included 
in computations of receipts, expenditures, surpluses, or deficits in the budget 
prepared annually pursuant to section 201 of the Act of June 10, 1921, as 
amended (31 U.S.C. 11) except to the extent of the amounts budgeted by the 
Corporation for payments pursuant to subsection (e) hereof on account of the 
appropriation investment as therein defined, and for reduction of said investment. 

“(e) Bonds issued by the Corporation under this section shall be negotiable 
instruments unless otherwise specified therein, shall be in such forms and denom- 
inations, shall be sold at such times and in such amounts, shall mature at such 
time or times not more than fifty years from their respective dates, shall be sold 
at such prices, shall bear such rates of interest, may be redeemable before 
maturity at the option of the Corporation in such manner and at such times and 
redemption premiums, may be entitled to such relative priorities of claim on the 
Corporation’s net power proceeds with respect to principal and interest payments, 
and shall be subject to such other terms and conditions, as the Corporation may 
determine: Provided, That before issuing any bonds hereunder, the Corporation 
shall advise the Secretary of the Treasury with respect to the amounts and terms 
of bonds to be issued and the proposed date of the sale thereof, and if the Secre- 
tary, within fifteen days after receiving such advice, shall request deferral of the 
sale thereof for a period not in excess of forty-five days, the Corporation shall 
not sell the bonds before the end of such period and if the Secretary of the 
Treasury shall recommend changes in the amounts, terms, maturities or con- 
ditions of the bonds, the Corporation shall not sell the bonds until an additional 
thirty days have been given to consideration of said recommendations unless they 
have been sooner agreed upon. The Corporation may sell such bonds by nego- 
tiation or on the basis of competitive bids, subject to the right, if reserved, to 
reject all bids; may designate trustees, registrars, and paying agents in connec- 
tion with said bonds and the issuance thereof; may arrange for audits of its 
accounts and for reports concerning its financial condition and operations by 
certified public accounting firms (which audits and reports shall be in addition 
to those required by sections 105 and 106 of the Act of December 6, 1945 (59 
Stat. 599; 31 U.S.C. 850-851), may, notwithstanding the provisions of sections 
302 and 303 of the Act of December 6, 1945, as amended (59 Stat. 601-602, 70 
Stat. 667; 31 U.S.C. 867-868), or any other law, but subject to any covenants 
contained in any bond contract, invest the proceeds of any bonds and other funds 
under its control which derive from or pertain to its power program in any secu- 
rities approved for investment of national bank funds and deposit said proceeds 
and other funds, subject to withdrawal by check or otherwise, in any Federal 
Reserve Bank or bank having membership in the Federal Reserve System; and 
may perform such other acts not prohibited by law as it deems necessary or de- 
sirable to accomplish the purposes of this section. Bonds issued by the Corpo- 
ration hereunder shall contain a recital that they are issued pursuant to this 
section, and such recital shall be conclusive evidence of the regularity of the 
issuance and sale of such bonds and of their validity. The annual report of the 
Board filed pursuant to section 9 of this Act shall contain a detailed statement 
of the operation of the provisions of this section during the year. 

“(d) Bonds issued by the Corporation hereunder shall be lawful investments 
and may be accepted as security for all fiduciary, trust, and public funds, the in- 
vestment or deposit of which shall be under the authority or control of any 
officer or agency of the United States. The Secretary of the Treasury or any 
other officer or agency having authority over or control of any such fiduciary, 
trust, or public funds, may at any time sell any of the bonds of the Corporation 
acquired by them under this section. Bonds issued by the Corporation hereunder 
shall be exempt both as to principal and interest from all taxation now or here- 
after imposed by any State or local taxing authority except estate, inheritance, 
and gift taxes. 

“(e) From net power proceeds in excess of those required to meet the Corpo- 
ration’s obligations under the provisions of any bond or bond contract, the Cor- 
poration shall, beginning with fiscal year 1961, make payments into the Treasury 
as miscellaneous receipts on or before December 31 and June 30, of each fiscal 
year as a return on the appropriation investment in the Corporation’s power 
facilities, plus a repayment sum of not less than $10,000,000, which repayment 
sum shall be applied to reduction of said appropriation investment. The said 
appropriation investment shall consist, in any fiscal year, of that part of the 
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Corporation’s total investment assigned to power as of the beginning of the fiscal 
year (including both completed plant and construction in progress) which has 
been provided from appropriations or by transfers of property from other Gov- 
ernment agencies without reimbursement by the Corporation, less repayments 
of such appropriation investment made under title II of the Government Corpo- 
rations Appropriation Act, 1948, this Act, or other applicable legislation. The 
payment as a return on the appropriation investment in each fiscal year shall be 
equal to the computed average interest rate payable by the Treasury upon its 
total marketable public obligations as of the beginning of said fiscal year applied 
to said appropriation investment. Payments due hereunder may be deferred for 
not more than two years when, in the judgment of the Board of Directors of the 
Corporation, such payments cannot feasibly be made because of inadequacy of 
funds occasioned by drought, poor business conditions, emergency replacements, 
or other factors beyond the control of the Corporation. 

“(f) The Corporation shall charge rates for power which will produce gross 
revenues sufficient to provide funds for operation, maintenance, and administra- 
tion of its power system; payments to States and counties in ileu of taxes; debt 
service on outstanding bonds, including provision and maintenance of reserve 
funds and other funds established in connection therewith; payments to the 
Treasury as a return on the appropriation investment pursuant to subsection (e) 
hereof; payment to the Treasury of the repayment sums specified in subsection 
(e) hereof; and such additional margin as the Board may consider desirable for 
investment in power system assets, retirement of outstanding bonds in advance 
of maturity, reduction of appropriation investment, and other purposes connected 
with the Corporation’s power business, having due regard for the primary 
objectives of the Act, including the objective that power shall be sold at rates as 
low as are feasible. In order to protect the investment of holders of the Cor- 
poration’s securities and the appropriation investment as defined in subsection 
(e) hereof, the Corporation, during each successive five-year period beginning 
with the five-year period which commences on July 1 of the first full fiscal year 
after the effective date of this section, shall apply net power proceeds either in 
reduction (directly or through payments into reserve or sinking funds) of its 
capital obligations, including bonds and the appropriation investment, or to re- 
investment in power assets, at least to the extent of the combined amount of the 
aggregate of the depreciation accruals and other charges representing the amor- 
tization of capital expenditures applicable to its power properties plus the net pro- 
ceeds realized from any disposition of power facilities in said period. 

“(g) Power generating and related facilities operated by the Corporation 
under lease and lease-purchase agreements shall constitute power property 

_held by the Corporation within the meaning of section 13 of this Act, but that 

portion of the payment due for any fiscal year under said section 13 to a State 
where such facilities are located which is determined or estimated by the Board 
to result from holding such facilities or selling electric energy generated there- 
by shall be reduced by the amount of any taxes or tax equivalents applicable to 
such fiscal year paid by the owners or others on account of said facilities to 
said State and to local taxing jurisdictions therein. In connection with the 
construction of a generating plant or other facilities under an agreement pro- 
viding for lease or purchase of said facilities or any interest therein by or on 
behalf of the Corporation, or for the purchase of the output thereof, the Cor- 
poration may convey, in the name of the United States by deed, lease, or otherwise, 
any real property in its possession or control, may perform engineering and 
construction work and other services, and may enter into any necessary con- 
tractual arrangements. 

“(h) It is hereby declared to be the intent of this section to aid the Corpora- 
tion in discharging its responsibility for the advancement of the national defense 
and the physical, social, and economic development of the area in which it 
conducts its operations by providing it with adequate authorty and administra- 
tive flexibility to obtain the necessary funds with which to assure an ample 
supply of electric power for such purposes by issuance of bonds and as other- 
= provided herein, and this section shall be construed to effectuate such 
ntent.” 

Sec. 2. Paragraph seventh of section 5136 of the Revised Statutes (12 U.S.C. 
24), as amended, is further amended by inserting after the words “obligations 
issued by the International Bank for Reconstruction and Development which 
are at the time eligible for purchase by a national bank for its own account” 
the words “, nor to bonds, notes, and other obligations issued by the Tennessee 
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Valley Authority,” and by substituting for the words “said bank” in the im- 
mediately following proviso the words “either of said organizations”. 

Passed the House of Representatives May 7, 1959. 

Attest : 

RALPH R. ROBERTS, 
Clerk. 

Senator Cuavez. Senator Kerr of Oklahoma is the chairman of 
the subcommittee that handles this type of legislation. So the hear- 
ings will be conducted by Senator Kerr. 

Senator Kerr (presiding). Thank you, Mr. Chairman. 

I know that those present are aware of the great interest that our 
distinguished chairman has in this and similar legislation and the 
great contribution that he has made to it in the past. We are happy 
to have a number of distinguished Members of the Senate and the 
House here. In choosing between them, we have the same difficulty 
that a proud parent has in choosing among his children. And, 
therefore, we seek the sanctuary of seniority. 

And at first we will hear from the senior Senator from Alabama, 
Lister Hill. 


STATEMENT OF HON. LISTER HILL, A U.S. SENATOR FROM THE 
STATE OF ALABAMA 


Senator Hitz. I want to express my deep appreciation for the 
privilege of appearing here before you this morning. The distin- 

ished chairman of this committee—I call him the “Great Kerr from 
Oklahoma,” was the author of the Kerr bill passed by the Senate 2 
years ago, in the last Congress, a bill to give TVA authority to issue 
revenue bonds. And he is the author of the Kerr bill in this session 
of Congress. It was under his very fine and able leadership joined 
by the distinguished chairman of the full committee from the State 
of New Mexico, that we passed the Kerr bill 2 years ago in the 
Senate. I realize that there is nothing that I could say to these dis- 
tinguished gentlemen, or to the Senator from Kentucky, Senator 
Cooper, who is one of the coauthors of the Kerr bill in this session of 
Congress, that they do not already understand and full well know. 
They know the need for this bill. They understand the bill. They 
know the story of TVA. But, Mr. Chairman, since we do have some 
distinguished new members on this committee, who have not had the 
ener of hearing testimony before on this matter of the issuance 
of bonds by TVA. I am going to take the liberty of taking a few 
moments to make a statement about TVA, its record, what it means, 
and the need for this legislation to give TVA the authority to issue 
revenue bonds. 

And may I say, Mr. Chairman, that I am proud to testify for TVA. 
I appreciate this opportunity to salute its management, to say again, 
as I have said before to this committee, and in other places, that 
TVA’s record of performance in a quarter of a century has more 
than justified our faith and realized the hopes we tried to outline in 
the statute that Congress enacted in 1933. 

And may I say that I speak from personal knowledge, for I was 
one of the authors of the act creating TVA. Of all of the members 
of the conference committee appointed to adjust the differences be- 
tween the two Houses in 1933, I am the only member of that conference 
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committee who is today a Member of the Congress. I am the only 
member who has had the privilege of participating year by year in 
legislation affecting TVA—first from my seat as a member of the 
Military Affairs Committee of the House which used to handle legis- 
lation concerning TVA, and in these later years as a member of the 
Appropriations Committee of the Senate. Alone of all the group 
that gathered at the White House to witness the President signing 
the TVA Act in 1933, I can raise my voice and cast my vote in 
approbation of TVA. 

I am every day reminded that a new generation of Americans has 
grown to maturity since TVA was created. A generation, Senators, 
is time enough to test the strength of an idea and the truth of a 
concept. It is, likewise, time enough for people to forget what life 
was like before that idea was given form and substance, before that 
concept was built into our Nation’s life. It is time enough for people 
to forget the principles upon which the TVA statute was based, and 
time enough for TV A’s opponents to spread their glossy misrepre- 
sentations of our intentions on the record. 

I am astounded, Senators, when I read the costly effusions, the 
ste es advertisements, pointing out in patronizing paragraphs, 
iow TVA has departed from its original purpose. Now in expression 
or invention, I cannot compete with paid propagandists. But I sub- 
mit that my qualifications to judge the intent of the act creating TVA 
are adequate. I was there, I participated in the hearings, in the 
debates, in the conferences. I can bear witness. So if the committee 
will indulge me for a few moments, I would like to remind you of the 
days before TVA was born, to tell you as well as I can of what the 
Congress intended the agency to accomplish, what principles of man- 
agement we tried to write into the TVA statute. 

Then, as now, Senators, there was a great river, its tributaries ris- 
ing in the mountains of North Carolina, Tennessee, and of Virginia, 
flowing southward through the foothills of Tennessee, meandering 
west across the sun-baked fields of northern Alabama to Mississipp1, 
then turning northward to meet the Ohio in Kentucky, finally to join 
the Mississippi, on its southward course to the gulf. It was a moody 
and inconsistent river, changing from season to season, an angry flood 
in spring and winter, a sluggish trickle in summer and autumn, when 
shoals and sandbars held it almost useless for navigation. In flood 
and in drought, racing or heavy with summer’s languor, in every sea- 
son the river was dark with the precious cargo it carried, the fertile 
soil of the valley, to be wasted in the sea. 

For generations that soil, the priceless heritage of the people, had 
washed away. This, Senators, was an agricultural area, one of the 
oldest in the Nation, an area of small farms, growing the cash crops 
for which the climate was ideal, but which left no cover on the ground 
to protect it as it lay, bare and helpless against the pelting winter 
rains. Once majestic forests had been denuded, a sacrifice to avarice, 
to ignorance, and to the hunger of the people. So the rains took 
the soil to the river, and the river carried it to the sea, and every year 
the brown scars of erosion grew wider and deeper over the landscape. 
Every year more farms were abandoned. Every year fewer jobs be- 
came available, and the youth of the land was exported along with the 
soil and the timber. Every year the people seemed to have less hope 
and less faith in the future. 
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This was the Tennessee River and its valley before the establish- 
ment of TVA. This was the region selected for the trial of a new idea 
in Federal Administration. And may I interpolate here to say, that 
TVA really had its genesis in the National Defense Act of 1916, when 
the Congress in its wisdom, foreseeing that the ominous clouds of war 
were moving closer and closer to our own country and our own shores, 
wrote into that act of 1916, section 124. That section provided that 
the President of the United States should establish a chemical plant to 
be used for the fixation of nitrogen for defense in time of war, for 
the production of fertilizer for agriculture in times of peace. It re- 
quired that we should build the necessary power-generating facilities 
for the operation of those plants. And then that statute went another 
step and provided that those properties should never be taken out of 
the hands of the Government, that they should never be turned over 
to any private company. 

Mr. Chairman, as I have said, as I have tried to describe this was 
the region where the Government owned these plants, these chemical 
and power facilities, where we had the great Wilson Dam dedicated 
to the national defense, dedicated to the proposition that it should 
ever remain in the hands of the Government. 

This was the region selected for the trial of a new idea in Federal 
administration, the idea of a unified approach to resource development. 
I like to remember, Mr. Chairman, that this new concept was not born 
of sectional interest nor parochial concern. TVA was born because 
statesmen from the Great Plains, from the mountain West, and the in- 
dustrial East saw this Nation as a whole, and knew that it would be 
strong only as each region grew in strength. Senator Norris, of 
Nebraska, was the first to see that the Government-owned property at 
Muscle Shoals could be the beginning of a comprehensive program of 
resource development in the Southeast. But he was joined by other 
Senators, the great Senator from Oregon, Senator McNary—he was 
nominated for Vice President on the Republican ticket in 1940—the 
distinguished Senator from Wyoming, Senator Kendrick. Other 
Senators joined with Senator Norris as allies in this cause. Their 
ceaseless efforts to educate their colleagues, to arouse the public con- 
science that the dam and the chemical plants built in north Alabama, a 
ae of World War I, should be held for public use, bore fruit in 

VA. 

The struggle, first to keep these properties in the hands of the 
Government, and then to devise a method to promote their effective 
use, went on for over a decade. Twice bills to provide for Govern- 
ment operation of the properties at Muscle Shoals were adopted by 
the Congress, only to suffer Presidential vetoes. But each time the 
fight was renewed, the concept was broadened and perfected, and in 
1933, Congress passed the statute creating TVA. The properties at 
Muscle Shoals were turned over to the new agency, and a great idea 
started on the road to realization. 

For the first time in the history of Federal legislation Congress 
accepted the unity of nature. For this one river basin the interrela- 
tionship of land and water, of trees and pastures, of men and nature, 
was recognized in a Federal statute. This was a more startling inno- 
vation than it sounds. For then and now the traditional organization 
of the Federal establishment divides responsibility for the resources 
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of a river and its basin among a dozen bureaus and departments, each 
with a single purpose, or a different head, working under sepa- 
rate statutes. When Congress created TVA we abandoned the familiar 
pattern. Congress gave one agency responsibility to inaugurate a 
total program committed to the full development of all nature’s re- 
sources for all the people. 

The unified approach, as I have suggested, was novel. It was not 
the only new idea embodied in the legislation. We who sat in that con- 
ference working out the draft of this TVA statute tried to build a 
bulwark against the steady tide of centralization. We knew then, as 
we know now, that too many decisions were made in Washington on 
the basis of papers and reports, too much was decided by remote con- 
trol. The experts were too far from the problems, the administrators 
too far from the people. We tried to do something about it in the 
new statute. We told the Board of TVA to make its headquarters in 
the region, close to the work to be undertaken, close to the people of 
the region. And we authorized it to work with State and local govern- 
ments and groups of citizens. We made it an independent agency, in 
corporate form, removed from centralized control in Washington. We 
gave the power of decision to the men in the field. 

We wanted TVA to be efficient, so we accepted the basic principle of 
modern management. We gave authority, Mr. Chairman, commensu- 
rate with responsibility, and we determined to judge by results. By 
law we freed the agency from the rigidities of the classified civil serv- 
ice. We told the Board to select its own employees, but in the act we 
expressly barred political considerations in appointments. We au- 
thorized the Board to buy or condemn the land, to purchase the equip- 
ment required, to advance its program objectives, and to sell whatever 
proved to be surplus. The Board could enter into contracts, to sue 
and be sued in the courts, and it could be held accountable for al] of its 
acts. 

With bipartisan accord we determined that party politics should 
have no p rt in TVA. We gave the directors staggered terms of 9 
years each. Up to that time, Mr. Chairman, as you will recall, no 
President had served longer than 8 years in office. And we required 
of them a special oath of belief in the statute creating TVA and set- 
ting out its purposes and provisions. We were determined that the 
pioneering agency we had created would have a fair test, that the pro- 
gram and the policies approved by Congress would be faithfully ad- 
ministered. So we provided that if the Board proved faithless to its 
trust, its members could be removed by concurrent resolution of both 
Houses of the Congress. We were determined to give the new idea, 
the concept a chance. 

This was 26 years ago. 

Today the river is no longer a menace and a problem. It has been 
put to work for the people. A series of majestic and multipurpose 
dams has transformed it. Now a chain of lovely lakes delights the 
eye and invites the people to enjoyment. The bars and shoals have 
vanished, and commerce moves in stately sequence over a modern wa- 
ter highway. Last year, 2 billion ton-miles of freight was carried on 
the river, in contrast to less than 33 million ton-miles which moved in 
1933. Grain comes down from the upper Mississippi, oil and sulfur 
moves up from the gulf, automobiles, trucks, and steel and coal are 
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carried for unloading at thriving river ports on the Tennessee. From 
the Great Lakes to the gulf the products of other regions come to the 
new markets they are finding in this valley, and the river serves the 
people of all those regions. Today the people know that when the 
rains come and the water rushes down in angry torrents, it will be 
stored behind the same dams which create the navigation channel, pro- 
vide the lakes, and generate the power they use in their daily life. 
Those dams stand watch through all the days and nights of peril, 
silent guardians of the people’s safety. 

This is the only river so completely controlled, the only river in the 
world where, under a single management, a whole system of dams and 
reservoirs can be mobilized in unison to protect the people and their 
property, to serve them every day. This is the only regionwide power 
system operated under policies laid down by Congress, required by 
law to take risks in the public interest, a power system whose record 
can be judged by the enhancement of the region’s economy, the peo- 
ple’s well-being, its contributions to the national defense, and not by 
the profits accruing to the owner from power sales. This much we 
made clear in the statute. An abundant supply of energy was not to 
be an end in itself. That supply of energy was to be used as another 
tool, as the navigation channel would be used, as flood protection, re- 
forestation, soil conservation, and fertilizer production would be used, 
a tool to develop the region, that the resources of nature might be 
utilized to provide a better life for the people, and to contribute to the 
strength of the entire Nation. 

So we directed the Board of TVA to establish rates which would be 
low so as to encourage the use of electricity in the homes and on the 
farms of the area. We told them to cover the cost of producing energy, 
but we did not attempt to fix the rates in the statute. We made objec- 
tives clear, we established policies, but we left managerial decisions 
to management. And we were prepared, as I have said, to judge by 
the results. 

We were concerned about the TVA area. There we would measure 
results. We were deeply aware of the value of those results to the 
entire Nation. We wanted to know what happens to a region when 
electricity rates are fixed as low as possible, what operating costs are 
zealously held down, when the ownér would be content with a modest 
return on his investment. Now a record of a quarter century is open 
for our inspection. What has happened can be appraised, Mr. Chair- 
man. We know that in 1933 only a little over 80,000 kilowatts was 
available to meet all the area’s power requirements. 

Senator Kerr. Will you repeat that statement ? 

Senator Hiti. We know in 1933 a little over 800,000 kilowatts was 
available to meet all of the area’s power requirements, and the private 
companies then charged with the responsibility of serving the people 
told our Committee on Military Affairs, of which I was a member, 
considering this legislation, that this amount of power was enough. 
If I had the time I could cite quotations from the record. Today 
the region has over 10,800,000 kilowatts of power. It has 10,800,000 
kilowatts of capacity installed. 

Senator Kerr. Ten million? 

Senator Hizx. 10,800,000 kilowatts capacity already installed, and 
over a million and a half additional kilowatts is presently under 
construction. 





aa: a eC Ue 


REVENUE BOND FINANCING BY TVA 13 


Mr. Chairman, might I interpolate to say that in the old days when 
we considered this legislation, they talked in terms of horsepower. 
I understood horsepower. But when they got into this kilowatt busi- 
ness, it made it more difficult for me to understand it. I know what a 
horse is. And I know what horsepower means. But now the statistics 
are reported as kilowatts and the regional authority has moved from 
80,000 kilowatts in 1933 to 10,800,000 kilowatts today, with over a mil- 
lion and a half additional presently under construction. 

In 1933, there were only 225,000 residential electricity consumers in 
the area where power from TVA is available today. Now in that area 
more than 1,300,000 domestic consumers are served through 150 mu- 
nicipal and cooperative distribution systems which purchase power 
wholesale from TVA. These systems, the municipal systems and the 
REA co-ops, have a total plant investment of their own, money which 
they themselves have put up, which reaches almost $600 million. That 
is their own investment. They are partners with their Government in 
the growing enterprise. They are carrying out the program envisaged 
by the Congress. 

In 1933 consumers of electricity in this area used in the course of 
an entire year an average of 600 kilowatt-hours in their homes. Now 
they use more energy than this every month, as the average annual 
use has increased to 7,750 kilowatt-hours. 

In 1933 only 3 percent of the farms, just a few near towns or cotton 
gins, were connected to lines for electric service, and all over the region 
the countryside was dark at twilight. Today more than 95 percent 
of the farms use electricity in their homes and in their barns. Now 
the farms alone use as much—think of this, Senators—now the farms 
alone use as much power as all the region used, in all the towns and 
cities, in all its business enterprises, before TVA. 

We can measure what all this means in widening the economic 
opportunity of the people. Today the farmer can plant the crops 
which conserve his soil. He has a choice in the management of his 
acreage. Today the youth of the region have a choice of jobs as new 
indigenous industries develop. And the incomes they provide permit 
the people to buy the goods and services of other regions of the country, 
to contribute more abundantly to our national strength. 

In 1932, the income of the people of the region stood at 42 percent 
of the national average. Today, it has risen to about 65 percent of 
the national average. Today, because of economic growth, the people 
of this region contribute more to the prosperity of other regions of 
the country. And they contribute a larger share of the total tax 
collections received by our Nation’s Treasury. In individual income 
tax collections, and I cite those above for I know that the chairman is 
a distinguished member of the Finance Committee, and he would be 
aware that corporations pay their taxes from where their home office 
may be, but with respect to individual income tax collections, in 25 
years, the States which lie in part in the Tennessee Valley have pro- 
vided $11 billion more than would have been collected from them had 
the ratio of their payments to the national average remained at the 
werk 1933. A part of that increase, small or large, can be attributed 
to fi. 

We know what has happened to the region as a result of the Federal 
program, and we know what has happened to TVA as a power sup- 
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plier. And I think, Senators, we can be proud of the financial record 
of TVA. I believe my colleagues who sat in on the writing of the bil] 
of 1933, if they were here today would be proud. If they could know 
that revenues from power sold under the policies written into the 
statutes, have covered all the costs of operations, including deprecia- 
tion, and in addition have provided for the Government, the owner of 
these properties, a return which has averaged 4 percent on the invest- 
ment, I think that they would be proud. They would be proud to 
know that from power proceeds TVA has reinvested in the system 
almost half a billion dollars, and has paid a quarter of a billion dollars 
in cash into the Treasury of the United States. 

I submit, Senators, this is a magnificent record. It answers the 
charge that this Government-owned power system is a subsidized oper- 
ation. But in my judgment the financial record of TVA has a much 
deeper significance. Its importance lies in the encouragement it gives 
to private power systems to adopt in some measure and to some degree 
the policies which Congress laid down for TVA to follow. This is 
the demonstration we contemplated when Congress wrote the power 
sections of the act. We were always concerned that the benefits of 
this Federal investment, this Government program, should be as 
widely spread as possible. We never intended these benefits to be 
confined to a few. 

We told the Board of TVA to make the power available to such 
communities as wished to participate in the program and to which 

ower could be economically delivered. But to consumers too remote 

or service, we held out the hope of benefit. We held out the hope of 
a yardstick from TVA. That was the phrase we used in 1933, Sena- 
tors. I think now our precise ideas of how the experience of TVA 
would benefit private power consumers were, perhaps, unrealistic, but 
the yardstick has worked. It has been used if not exactly as we 
imagined it would be, in a very effective manner. 

We recognized that the cost of producing electricity varies. In the 
Northwest, for example, it can be produced more cheaply than in the 
Tennessee Valley. In other sections it costs more. But we had one 
firm conviction, that electricity should be made available to the people 
everywhere in this country at the lowest possible cost for each power 
system. We were convinced that in the Nation as a whole there was 
too little electricity and consumers were paying too much. And that 
was generally agreed. But on one knew what people should be pay- 
ing, or how low rates could be and still cover all costs of operation 
which a prudent owner would incur and provide a fair return on his 
investment. Then, as now, the power business was by nature a monop- 
oly free from the disciplines of competitive business. It had to be 
regulated in the public interest. But as we know, the regulatory 
commissions were handicapped. They were limited in jurisdiction, 
and frequently concerned solely with restrictions on the rate of return 
earned by the companies after operating costs had been met. Nobody 
had data to judge whether operating costs were accurately reported 
or eee incurred. We felt TVA could help to illuminate the 

roblem. We determined that every cost incurred by TVA and its 
istributors should be reported. The public should have full know}- 
edge of all of the details of these costs. We hoped that the Congress, 
the State regulatory commissions, private power companies them- 
selves, and the public generally, would learn to compare the cost 





ee ee | 


REVENUE BOND FINANCING BY TVA 15 


items in the several categories, to discover the reason for variables, to 
the end that electricity rates should be established on the basis of 
facts about costs, not in response to pressure or propaganda. 

I do not know whether reports so carefully prepared and presented 
by TVA and its distributors are used as we intended. Perhaps few 
electricity consumers, few regulatory commissions have been con- 
cerned to inquire why it costs TVA and its distributors half as much 
to bill their customers, for example, as it costs the average private 
company in the country; why transmission and distribution expense 
per kilowatt-hour is 40 percent less, administration and general ex- 
pense 50 percent below, and sales promotion expenses lower by 70 
percent. I would like to know some time just what these answers are. 

But I think we were wrong in believing that the detailed study of 
specific operating costs would be the real key to lower electricity 
rates. As it turned out the key to lower electricity rates was simple— 
simply, Mr. Chairman, the demonstration of the success of the high 
use, low-cost formula for electricity pricing. Like Henry Ford with 
his mass production of automobiles, down the price, more sales—down 
the cost of electricity, greater use. 

I would like to see the operating costs of private power companies 
reduced. But I do not complain that the example of TVA has been 
most effective in another way. When I see a chart showing in con- 
centric cricles the extent to which rates have been reduced in the area 
surrounding TVA, when I check up on the records of the companies 
serving those neighboring areas, I know the yardstick has worked. 
When I contemplate the electrification of rural America through 
REA, and remember that the program had its beginning in TV.A’s 
first organization of farm electric cooperatives, I know the yardstick 
has been effective. There has been no more valiant champion of the 
REA than the distinguished Senator from Oklahoma, the chairman 
of this subcommittee, and I know how other members of this commit- 
tee have so loyally supported REA. REA had its beginning there 
through TVA in the Tennessee Valley. When I contemplate the 
vast quantities of power provided by private companies for vital 
installations of defense and at less cost than their normal charge for 
large industrial loads, I know the yardstick has been used. I remem- 
ber the sequence of events in the region, Mr. Chairman. In 1933, the 
power companies serving the general TVA area had rates among the 
highest in the Nation. They told us those rates could not be reduced. 
They told us that farmers of that region could not afford electricity. 
And I say again if I had the time I could cite verbatim quotations 
from the record of the hearings before the House Committee on Mili- 
tary Affairs. They told us in short that our hopes were in vain, that 
we were wild-eyed dreamers. The Congress disregarded their advice. 
Congress created TVA. And in August of 1933, following con- 
gressional direction, the Board of TVA announced resale rates for 
electricity just half as high as the rates that had been in effect in the 
Tennessee Valley region. 

Now the adoption of such schedules was assumed to involve an ele- 
ment of risk. Calamity was forecast by the private companies and 
their experts who had testified repeatedly that their rates were as low 
as they could be. But within a year after the TVA rates were an- 
nounced, and before their effects could be appraised, the neighboring 
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rivate companies announced rate reductions, too. They began to 
Build lines to serve the farmers whose demands had been rejected over 
the years. New customers were ardently solicited. While these same 
utilities went into court to enjoin TVA’s performance under the stat- 
ute, they began to give better service to the people and at lower rates 
than they had ever given before. An element of competition had 
stimulated a monopolistic industry. 

Now what happened to the earnings of these private companies?’ 
They had told us that their rates were just as low as they could pos- 
sibly make them. I have taken occasion to examine the record. Nat- 
easly. net earnings dipped when the rate reductions first became 
effective. New customers had to be connected, old customers had to 
buy appliances, consumer patterns resulting from the high rate, low 
use policies of the past, had to be broken. But the old patterns were 
broken quickly, and by 1939, the earnings of the companies which are 
neighbors to TVA began a steady climb. Ever since, their rate of 
increase has been high above the national rate of increase in power 
company earnings. The policies adopted by TVA proved sound for 
the private companies to follow. As their rates went down, the trend 
of their earnings rose. 

From 1937 to 1939, when the Federal Power Commission first pub- 
lished financial data, until 1957, annual common stock earnings of al! 
the Nation’s privately owned utilities were multiplied about three 
and one-quarter times, while for the nine companies bordering TVA, 
common stock earnings multiplied not three and one-quarter times, but 
eight times. The program established by Congress, the policies adopt- 
ed to serve the public interest, had benefited investors as well as con- 
sumers. And may I say that we had hoped for this, too, in 1933. We 
saw an abundant supply of electricity as a tool to lighten the farmer’s 
labor, to reduce the housewife’s drudgery. We recognized the vital 
role that electricity must play in this modern world. Our aspira- 
tions, though, Senators, were not hostile to the concept of private own- 
ership. We challenged only the policies under which the private com- 
— then were operating. We helped to prove those policies could 

»changed. As a matter of fact, I sometimes think it may be due to 
TVA that, the Nation’s facilities for power supply are today largely in 
the hands of private owners. The TVA demonstration has helped the 
private companies to do a better job, particularly for the domestic and 
rural consumer. 

We talked of the yardstick in terms of savings to these consumers. 
We did not in 1933 calculate what the yardstick would mean in savings 
to the Federal Treasury itself, for in those, what we might call, times 
of peace, we did not foresee the day when the Federal Government 
itself would be TV A’s largest single customer. The Federal Govern- 
ment today is consuming well over 50 percent of the TVA generated 
power. Wedid not foresee the day, Senators, when the Atomic Energy 
plants at Oak Ridge and Paducah would use twice as much electricity 
as New York City. And think of this, those Government-owned plants 
operated for the defense of America, consume more power than all of 
the homes and businesses in each of 41 States. Those plants consumed 
a staggering total of almost 30 billion kilowatt-hours in 1958. Savings 
in those bills are savings to the Treasury of the United States. The 
amount of saving cannot be stated exactly but I think we can estimate 
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it. Assuming it to be only 1 mill per kilowatt-hour, annually the 
Federal Treasury saves over $50 million because TVA, and the pri- 
vate suppliers who endeavor to approach the rates established by TVA 
are meeting the requirements of the Government at rates lower than 
those usually charged industrial customers. 

But I would not dwell upon the benefits to the Federal Treasury of 
the operations of TVA, although those benefits are impressive. And 
while I have spoken of the Atomic Energy operations and the tremen- 
dous power used by its installations, do not let us forget that it was 
TVA power used at the Redstone Arsenal, that gave us the Jupiters, 
our answers to the Russian’s sputnik. Let us not forget that TVA’s 
power is being used today in great quantities by the U.S. Air Force 
installation and the wind tunnel at Tullahoma, Tenn., where missiles 
and supersonic aircraft are tested. TVA power is used today in many 
others of the essential defense-related industries, all contributing to 
keep America strong, to meet the challenge of Russian-Chinese com- 
munism. 

But instead of emphasizing this angle too much, I would rather 
solicit the attention of this committee to what I believe is the tremen- 
dous role of TVA as a pace setter, a destroyer of those myths which 
prevent men from exploring new paths in public service and trying 
out new methods of public administration. Congress disregarded the 
advice of the greedy and the timid in 1933. Congress questioned 
myths. There were plenty of them paraded before us. There were 
the myths that the fertility of the soil of the Southeast could not be 
restored, that its forests could not remain in private ownership and be 
productive again. And this great program of reforestation and soil 
fertility improvement has gone on, Mr. Chairman, with and through 
private ownership. And there was the myth that multipurpose dams 
could not effectively control the waters of the river. Each one has 
been proved by the record to be wrong. We were warned, Mr. Chair- 
man, that without the protection of the classified civil service, politics 
in appointment would prevail. We know now how wrong that was. 
There we had faith and we have seen in TVA the development of the 
best merit system in the Government, pioneering in the processes of 
collective bargaining, recruiting a staff whose competence and morale 
have been recognized and honored throughout the world. I wish that 
members of this committee could go down into the region and like the 
distinguished Senator from Tennessee, the Senator from Alabama, 
and the Senator from Kentucky, visit TVA. I wish they could see 
the thousands of visitors from foreign lands, from distant countries 
that come there every day, to see the effective efficiency of this mag- 
nificent operation. 

a I speak of that operation, Mr. Chairman, perhaps you will 
reca. 

Senator Gore. Will you yield? 

Senator Hix. Yes. 

Senator Gore. The Senator has referred to the fact that he was 
a Member of Congress when the act was enacted. I would like to 
have the record show that, as is well known, that the Senator was then 
—— Hill and coauthor of the TVA Act along with Senator 

orris. 

Senator Hix. I thank my friend from Tennessee for his kind 
words. As I endeavored to say in the beginning of my statement 
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TVA was the product of a team. It was a bipartisan team composed 
of Republicans as well as Democrats, composed of Senators and Con- 
gressmen, from the many different sections of our country. But I 
am deeply grateful to my friend from Tennessee for those remarks, 

Senator Ranpotex. Would it be improper to inject additional facts 
that follow closely on Senator Gore’s fine tribute to Senator Hill? 

Senator Kerr. Very well. 

Senator RanpotexH. My distinguished colleague from Ohio who sits 
to my left was also a Member of the House of Representatives in 
the 73d Congress. I too, served at that time. There are some Mem- 
bers who are still very youthful in — at this rostrum who were 
in Congress in that earlier period. Of course, I cannot adequately 
speak for the distinguished chairman of this committee, Senator 

havez. He was also in the House in 1933 and aided the passage of 
TVA legislation. 

Senator Kerr. I believe the junior Senator from Alabama was a 
Member of the House. 

Senator Hirt. He was a Member of the House in the old days and 
when I left the House Committee on Military A ffairs—— 

Senator Kerr. He was there when you came? 

Senator Hizt. Not when I came. 

Mr. Chairman, I have longevity in service but not in age. When I 
left the House to come to the Senate, my colleague was a Member of 
the House, and he took the place that I left vacant on the House Com- 
mittee on Military Affairs and rendered valiant service to the TVA. 
I want to say that the distinguished Senator from Tennessee, Sena- 
tor Gore, was a member of the House Committee on Appropriations. 
And he did a yeoman job, gave valiant service, because through the 
years we had this terrific battle to get the appropriations, to carry 
on TVA. You, gentlemen, well know you can pass a statute but unless 
you provide the appropriations, the statute is not worth the paper it 
is written on. We have had so many friends in this battle. 

As I said in the beginning of my remarks, we have had the help 
of the distinguished Senator from Oklahoma, the author of the Kerr 
bill, who so ably and so beautifully man that bill when it passed 
the Senate 2 years ago, and we have had no better friend than the 
distinguished Senator from New Mexico, the able and outstanding 
chairman of this committee. There has never been a time when he 
could strike a blow for TVA that he has not been right in there strik- 
ing that blow. And weare grateful to him. 

Scoter Kerr. I want to call attention to the fact that this is still 
a bipartisan effort. The distinguished member of our committee, 
Mr. Case, is one of the coauthors. 

Senator Hi. Yes, sir; I was moving right down the line. 
[ Laughter. | 

The distinguished Senator from South Dakota, as the chairman 
so well said, is a coauthor of the Kerr bill today, one of our good 
staunch friends to whom we are most grateful. And here is our 
distinguished friend from Kentucky, Senator Cooper. 

Senator Kerr. You referred to that earlier. 

Senator Hi. I referred to him earlier. To give emphasis to it, I 
refer to it again. [Laughter.] 

Senator Kerr. The Senator from South Dakota. 
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Senator Casr. Going back into antiquity on this, the Senator from 
South Dakota was a Member of the 75th Congress, with Senator 
Sparkman, and in that Congress, I had the privilege of serving on 
a committee to investigate the phosphate industry which took us, 
among other places to Knoxville. I visited TVA at that time, and of 
course, have seen other activities since then. 

During the many years I was in the House of Representatives I 
served with the distinguished Senator from Tennessee, Mr. Gore, on 
the same Appropriations Subcommittee, and I do not believe he was 
ever lacking my support when it came to provide for progress of the 
Tennessee Valley ‘Authority in its natural territory. I was chair- 
man of the subcommittee in 1947-48 and a cosponsor of the Govern- 
ment Corporation Control Act which had some special paragraphs 
dealing with TVA under which the TVA has prospered. However, I 
have thought and I do think that we should respect the problems of 
other communities on territorial advances of the TVA. I have 
thought and I do think in working out this bill we need to incorpo- 
rate the features which will provide a proper fiscal responsibility 
from the TVA to the Government commensurate with its interest and 
investment. 

Senator Cuavez. I second that, Mr. Chairman, the efforts on be- 
half of the TVA authority. I was on my way home to New Mexico 
and I slept at Little Rock, Ark. At 2 o’clock in the morning I had 
a telephone call from the chairman of the Committee on Appropria- 
tions saying that they were six for and six against some $12 million 
foradam. He said, “Will you please wire—not only wire your proxy 
but telephone me tomorrow morning that I have your proxy?” He 
got me up for that. 

Senator Kerr. That reminds me of the story of the great Sam Jones 
who was once asked how he knew he had religion. Very calmly he 
replied, “I was there when it happened.” [Laughter.] 

enator Hirx. Mr. Chairman, these gentlemen, certainly were there 
when it happened. 

I shall not detain the committee much longer. I want to add just 
one or two brief comments. I was talking about myths, and one of 
the myths that was most viciously and persistently advanced was that 
Government activities could not be competently managed that they 
were bound to be wasteful and inefficient. That was a dogma held 
in high places in the past. Today that myth has died. It has died 
for lack of nourishment, because we believed if we gave the manage- 
ment of TVA the tools to work with, they could, and would do the 
job. We believed that if we fixed responsibility, if we reduced red- 
tape, respected accountability, then a public enterprise would find 
leadership as able as any private corporation could boast. 

The records show, Mr. Chairman, that we were right, and that is 
the heart of TVA’s success. Those principles of responsibility and 
accountability are principles we must continue to defend as we pro- 
ceed to consideration of these jobs affecting TVA. The purpose of 
the legislation before you is simple. It is designed to permit TVA 
to go to the private money market for capital for investment in power 
facilities. That is what the Kerr bill would do. That is what the 
legislation before us would do, permit the TVA to go to the private 
money market for capital. That is a very simple objective. But 
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consideration of the legislation provides an opportunity for those 
who do not understand or who disapprove to strike at the heart 
of TVA. Although some myths have died, the myth makers still 
live. Some will come before you, no doubt, as they have in the past, 
They will cite a multiplicity of reasons why responsibility for this 
power system should be removed from the management of TVA in 
the region, why bureaucrats in Washington should be entrusted with 
the vital decisions which determine how much power capacity will be 
installed to meet the area’s loads and when it will go into service. 
These dogma lovers will come before you urging that TVA’s pro- 
cedures should conform to the procedures of other agencies or other 
departments of Government. These are men who jove uniformity 
for itself, who like the process of centralization, who want more power 
concentrated in their hands in Washington, who have no faith that 
wisdom can reside back home, out of the Nation’s Capital. They will, 
doubtless, urge amendments to the bills before you, amendments 
which, in my judgment, would lead to TVA’s destruction. They 
would destroy the very qualities which have made it great. They 
would tear this power system out of the unified fabric of which it 
is a vital part. They would proliferate redtape, destroy the account- 
ability of the Board of TVA, and expose the sensitive question of a 
region’s energy supply to the caprices of partisan politics. This 
legislation should not be made a vehicle to alter the basic concepts of 
the TVA statute. It should be regarded as simply another tool for 
a responsible management to use, under the basic concept of TVA. 

The bonds contemplated under the legislation will not be guaranteed 
by the Government. They will not be tax exempt. They will be 
carried, and they will be retired by power revenues alone. The reve- 
nues will be available to meet the obligations if the good management 
of TVA continues, if the men who make the decisions are sworn as 
they are now to a belief in the TVA Act, dedicated to carrying out 
congressional directions, accountable under the law as now written 
for their performance. 

I think we can agree it is a triumph that this Federal system, not 
operated for profit, has attained a financial position and a manage- 
ment record which will permit it now to sell revenue bonds. It is a 
triumph that the demonstration can continue. If we approve this 
legislation without amendments which would dilute or abrogate the 
very qualities which have made the record possible, TVA will continue 
in the future as in the past, to lead the way, to develop new efficiencies 
in power management, greater economies in power production, to dem- 
onstrate what happens to a region and its people when power is made 
available to consumers at the lowest possible cost. For, make no mis- 
take about it, the cost and the availability of power is important in 
this modern world. Prosperity does not change that basic fact. The 
availability and the cost of power still determines in large measure 
the productivity of our Nation. It affects the public health. It 
numbers the hours that men and women must work. The cynics 
and the scoffers cannot change these truths. The projects built by 
TVA have been built for the benefit of the people of the United States, 
and for the defense of our country. 

Let us be certain that they continue in the service of the people 
and of our country. 
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Mr. Chairman, with deep appreciation, heartfelt thanks to you and 
the members of this committee, permit me to respectfully urge this 
committee to take the fine stand that it did 2 years ago when we re- 
ported the Kerr bill and report this legislation favorably to the Senate 
and secure its enactment. 

Senator Kerr. Thank you, very much. 

Senator Hm. Thank you. 

Senator Kerr. Are there any questions by members of the com- 
mittee ? 

Senator Cass. I did not follow all of the statement. If you did not 
include this in your statement I wish someone for him would put in the 
record the gross sales for 1948 as compared with the gross sales of 
power for 1958. And, also, the net overall costs, for 1948 and 1958. 

Senator Hi. I did not have those figures, but the Manager of the 
TVA power system is here and, perhaps he could give those figures 
rather quickly. 

Senator Case. Whether he can or not, put them in the record—the 
10-year comparsion. 

Senator Hitz. He says he has the figures for 1958 here but does not 
have the 1948 figures with him. 

Senator Case. I think that would be a significant comparison be- 
cause of the Government Corporation Control Act of 1948, which 
included some language with reference to the TVA. I would like to 
see how this authority responded. 

Senator Hitt. We will make sure that those figures will go into 
the record. 

(The information is as follows :) 


Following are total operating revenues and net power income for fiscal years 
1948 and 1958: 


Energy sales |Total operating} Net power 
Fiscal year (kilowatt- revenue income 
hours) 


MN Atidxchsnankaniiekisnhordknbaleeanaawcnanubatradas 12, 244, 859, 000 $48, 769, 524 $16, 617, 811 
233, 54 54, 981, 946 


SOs atk ein bactdindisdacsinentddedccumumeeuene 56, 717, 714, 000 8, 166 


Senator Casz. That is all. 

Senator Kerr. We are going to have Senator Sparkman in just 
a minute but I am going to ask some witnesses from the Tennessee 
Valley Authority to give the committee this information. Will they 
make a note of it now? 

Senstor Hit. Would you like to have the Manager come up here 
with us? 

Senator Kerr. He can hear me where he is. You can have a place 
to sit down. He probably has this in his statement. Senator Hill 
said that in 1958 the navigation traffic on the Tennessee River and other 
waterways under your jurisdiction amounted to 2 billion ton-miles. 
I would like to know and have in the record a statement of how much 
of that was moved into the valley, how much of it moved out of the 
valley ; the population in the valley in 1933 and 1958 and the relation 
that each figure had and has to the total population; the per capita 
income of the people in the valley in 1933 and in 1958, and the rela- 
tion of those figures to the national per capita income. 
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(The information requested is as follows :) 


Navigation trafic, Tennessee River—1958 calendar year, preliminary estimates 


Billion 
ton-miles 
Inbound 
I i sci asec a gil abi ca a : 
Upbound* 
Downbound * 


1 Traffic which both originates and terminates on the Tennessee River. 


2Ton-mile figures for sand, gravel, and stone are not available and so not included, but 
are relatively small. 


Population and per capita income of Tennessee Valley region (includes 125 


counties in the Tennessee Valley and 76 additional counties in which TVA 
power is distributed) 


Population Per capita income 


Number Percent of Amount Percent of 
United States United States 


1 Latest year available. 


Senator Kerr. The next witness will be Senator John Sparkman, of 
Alabama. 

Senator Stennis asked me to say for the record that if he was not to 
be heard this morning, he would file a statement later or ask to be 
heard later. 

Senator Coorrer. Might I just say that I have appreciated the testi- 
mony of Senator Hill. I may say this that he has wide knowledge 
and convictions about TVA, and his testimony bears conviction, and a 
poetic quality which we envy. I remember an occasion in 1947 when 
the matter arose in the Senate to appropriate money for the construc- 
tion of steam plants, the first one—the Johnsonville Steam Plant. I 
had the honor and opportunity of supporting Senator Hill in the de- 
bate on that occasion. And he will remember that a Senator whom 
we think of as a great Senator of the United States, Senator Vanden- 
berg, made a crucial ruling on a point of order. He held that the 
TVA Act gave full authority and legality to the Tennessee Valley 
Authority to construct steam plants. Te: that to add to that array 
of members of my party, Senator Norris, Senator McNary, Senator 
Vandenberg, Senator Case, who have supported the concept of TVA 
Authority. 

Senator Hitz. May I say one other word? That is, that Senator 
Cooper has not only supported but that he was very much interested 
in the construction of the steam plant, when there was this terrific 
eh He was a source of great strength in the winning of that 

attle. 

Senator Kerr. Senator Randolph, did you have a statement or a 
question ? 

Senator Ranvotex. Might I ask one question ? 

Senator Kerr. Yes. 
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Senator Ranvoteu. There has been a note of nostalgia in this. I 
remember that Senator Matthew Neely voted to support this legisla- 
tion. And I know that the fine spirit of cooperation which the Sena- 
tors indicated was to a degree nonpartisan on this matter. 

You are an expert in the field. What is your opinion of the bill as 
passed by the House? 

Senator Hitz. The bill that passed by the House is the Kerr bill— 
substantially the Kerr bill with the exception of the so-called Vinson 
amendment. I would say to my friend that as a Senator from Ala- 
bama, I am not advocating and do not advocate the extension of TVA, 
but I would say that I feel this committee should examine that amend- 
ment carefully. In reading the amendment you will notice that there 
are quite a number of exceptions to the general rule laid down. Those 
exceptions, no doubt, are hardship cases. There may be other hard- 
ship cases. And there is, of course, the situation there in the Ten- 
nessee Valley in relation to the private companies surrounding it that 
stabilize themselves, through, I think, what we call natural factors, 
but I would say that we should examine that carefully. The number 
of exceptions made by the House show there were hardship cases. 
And, also, examine it with the thought in mind that anything that 
reduces the influence of TVA, of course, tends to reduce the benefits 
of the Federal program. And then, also, with the thought in mind 
of future litigation. TVA, as you know, had some awfully hard 
times in the earlier days due to lawsuits and litigations. One case 
went all the way, you recall, to the Supreme Court of the United 
States. So it ought to be carefully examined. And this committee 
can give the examination because as the Senator knows, he and I hav- 
ing served in the House together, it is not possible under the 5-minute 
rule in the House. So I would say that that provision should be 
carefully scrutinized and examined by the committee. 

Senator Ranpoteu. Thank you. 

Senator Kerr. Senator Sparkman. 


STATEMENT OF HON. JOHN SPARKMAN, U.S. SENATOR FROM THE 
STATE OF ALABAMA 


Senator Sparkman. Thank you, Mr. Chairman and gentlemen of 
the committee. 

Mr. Chairman, let me first say I have lived all of my life along 
the banks of the Tennessee River. I have seen take place the changes 
that my colleague has so well described here this morning. 

I was not a Member of the Congress at the time that the act was 
passed, but I kept up with it closely, as did all the people who live 
in the immediate vicinity of the Tennessee River. 

I remember quite well, following the election of President Roosevelt, 
between that time in November and the time he took office in March, 
that he came down to the Tennessee Valley and went over the course 
of it down as far as Muscle Shoals, which at that time was the only 
part of the whole system that was developed, as my colleague pointed 
out. 

Well, he came back to Decatur, Ala., right near my home. I went 
over there, as did a — many people, and I stood within a few feet 
of him when he spoke to those acres of pople, as he described it, and 
I heard his comments to the people of that area on the program that 
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= ce in mind for the development of the Tennessee River and the 
valley. 

I must say in all fairness that I had absolutely no conception, and 
I think that was true of all those that were there, as to the magnitude 
of the program that he had in mind, but soon after Congress met it 
began to unfold until it became known as the Tennessee Valley 
Authority. . 

Mr. Chairman, my colleague said something about the Tennessee 
Valley Authority being visited by people from foreign countries and 
of the interest that was aroused in different countries. While he 
spoke I thought of this little incident which I felt you might be 
interested in. 

About a year and a half ago my wife and I were in Cambodia, a 
place I had never been in and about which I knew nothing. Our 
Ambassador there arranged for us to have an audience with the 
King and Queen, and the one subject that the King talked about to 
me was the TVA, and I have found that to be true in a great many 
areas of the world, that, whereas they may not know a great deal 
about many of the things that we boast about in this country, they 
nearly all know about the TVA and of the great program that has 
been carried forward down there in the valley. 

And now, Mr. Chairman, let me say that my colleague, Senator 
Hill, has given what I consider a wonderful statement here with 
reference to the Tennessee Valley Authority. There is no man better 
prepared to do that, because he lived through it; he was in on it 
from the beginning and even prior to that time. 

He was not here when the Defense Act of 1916 was written, but 
it was not very long after that he came. He was a member of the 
House Military Affairs Committee that exercised the jurisdiction over 
that legislation and later he became chairman of that committee. 
So he really was tied into the development of this program even 
before the TVA, the bill setting up the TVA, was proposed. 

Then, as has been pointed out, he was the chief sponsor of the 
Tennessee Valley Authority legislation in the House and served as 
a member, not only as a member of the committee, but also as a 
member of the conference committee, and I may say that due to the 
particular parliamentary situation that arose, in that the chairman 
of that committee was not in favor of the legislation, my colleague 
was the one who actually carried the load for that committee, which 
was handling the legislation when it was being considered in the 
House. 

He has been involved in every piece of legislation and every fight 
relating to the TVA since that time. 

By the way, I recall that a few years ago when Senator McKellar 
was a member of the Senate, one day some matter was up on the Senate 
floor relating to the TVA, and Senator McKellar digressed from his 
remarks to point out the great modesty of my senior colleague from 
Alabama, in not claiming credit more than he did for his work with 
the Tennessee Valley Authority; and Senator McKellar proceeded 
to tell about the leadership that Senator Hill had manifested with 
reference to the TVA legislation down through the years. 

And I believe in his presentation to the committee this morning he 
has well demonstrated the fact that he knows about it, because, as 
the chairman pointed out, he was there when it took place. 
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I want to say, Mr. Chairman, that I wholly endorse the statement 
given by Senator Hill. I shall be very brief in my own statement. 

The struggle to establish TVA was a long one. To those who lead 
in this struggle—Franklin D. Roosevelt, George Norris, Senator Mc- 
Nary, Senator McKellar, Lister Hill, and many others that I could 
name—the Nation and indeed the world owes a debt of gratitude. 

From the day the first ground was broken TVA has served a useful, 
glowing, dynamic purpose. It has placed light in the halls of moun- 
tain shacks. It has warmed both men’s hearts and men’s homes. It 
has saved untold dollars in flood damage. The great heart of the TVA 
system has pumped the life blood of commerce into a valley where in- 
dustry and good transportation were only wild dreams. 

TVA has blessed the Nation with power, agricultural advancement, 
flood control, malaria control, recreational areas, forestry development, 
and navigation. 

Power produced by TVA in 1957 was more than 40 times as much as 
that used in the valley before TVA. 

Under TV A’s farmer education programs, instruction in the use of 
fertilizers has been conducted on 72,000 farms in 40 States. 

One of the little-known products of TVA is malaria control. At one 
time a third of the people in certain areas of the valley suffered from 
malaria. I may say, Mr. Chairman, I was one of them. Ten years 
have passed since a single case of malaria originating in the valley has 
been discovered. 

Every year when spring torrents roar out of the mountains, TVA 
demonstrates dramatically the great role it is playing in flood control. 
In the Chattanooga area alone in 1957, flood-control measures elimi- 
nated the loss of $66 million in damages. 

TVA’s recreational values are recognized throughout the Nation. 
Twenty TVA lakes lie wholly or partially in seven different States. 

TVA has played an important role in forestry. TVA nurseries have 
produced over 400 million seedlings which have been used to reforest 
300,000 acres in various parts of the Nation. 

Shipping is booming in the Tennessee Valley. TVA dams have cre- 
ated a navigational channel 9 feet deep from Paducah, Ky., to Knox- 
ville, Tenn., a total of 650 miles. 

It has been stated, and I believe with great justification, that World 
War II would have been prolonged and perhaps never won without 
the crucial and essential electric power that came from TVA. 

As my colleague today pointed out, much more than half of the total 
power generated by the TVA is used for national security. 

In my short comments, I want to emphasize the national interest 
inherent in a sound and flexible self-financing plan for TVA. 

The issue simply is whether or not the area served by TVA is to be 
allowed to grow and prosper or is to stand still, or worse yet, retro- 
gress. 

TVA must be allowed to grow with the region. Its managers must 
have flexible authority commensurate with the responsibility placed 
upon them to make final decisions necessary for growth and efficient 
operation. 

The Government and the power consumers of the valley have in- 
vested more than $114 billion in TVA. If this investment is to be 
properly safeguarded, the managers of the system must have the 
authority to decide and act quickly. 
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In TVA financing, the freedom to act quickly at times when equip- 
ment and materials may be available at favorable prices often would 
enable the Board to make savings not otherwise possible. It would 
also offer the great advantage of timing bond issues more advan- 
Be re in relation to the money market. 

do not advocate that Congress abdicate its supervision over TVA 
operations. The Board will in the future, just as it has in the past, 
come before the Congress each year and disclose fully its plans for 
use of corporate funds. 

And, of course, the General Accounting Office, an agency of Con- 
gress, will continue to audit TVA finances. I see no danger of Con- 
gress losing any of its powers. 

In previous testimony before the committee I have discussed TV.A’s 
merits in considerable detail. This morning I just wish to summarize 
these merits. 

1. The self-finance measure would promote efficiency. 

2. TVA is contributing a substantial share to the Nation’s strength 
and that contribution is growing. 

3. The security of the Nation is deeply involved in TVA opera- 
tions. I have already pointed out that more than half of the power 
generated is used by the Government in its national defense program. 

4, At stake in this financing proposal is the impact of TVA and its 
power distributors on power costs to consumers throughout other 
parts of the Nation. 

5. The TVA power system has saved millions for U.S. taxpayers 
through its low rates to the atomic energy plants at Oak Ridge. and 
Paducah. 

These points, in my opinion, prove that TVA is serving the natio“al 
interest, not merely the interest of the region. 

I feel that the Nation at large will lose if TVA cannot finance its 
own operations to meet the power demands in the area it serves. The 
legislation you have before you, just as was true with the Kerr bill 2 
years ago, today seeks only to meet that need. 

Mr. Chairman, I am sure members of this committee realize that 
those who oppose giving TVA the right to sell bonds were, just a few 
years ago, among those who were advocating the Congress give TVA 
this right. 

Of course, they were seeking then to cripple or abolish TVA. And 
now that there is before Congress a workable self-financing plan for 
TVA these same sources have again reversed their position, still hav- 
ing in mind the destruction of this great project. 

I do not believe that many Members of Congress will heed their 
recommendations, nor do I believe that the President will follow their 
advice and veto this self-financing plan. 

As a matter of fact, one of the early proposals of his administration 
was a self-financing plan for TVA. 

Thank you, Mr. Chairman, for the privilege of testifying in favor 
of a great project that has served to benefit Alabama, the entire Ten- 
nessee Valley, and, indeed, the whole Nation. 

Senator Kerr. Thank you very much, Senator Sparkman. Are 
there questions from members of the committee ? 

ae response. ) 

enator Kerr. Did you have a statement, Senator Gore? 
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Senator Gorg. No, sir. 

Senator Kerr. Senator Cooper? 

Senator Cooper. Mr. Chairman, I would like to reserve the right 
to put in a statement in the future but now I would like to defer to 
the representatives of several Kentucky communities who have come 
here today to testify, I will give them my time. 

Senator Kerr. Very quad. I believe that we have some Members 
of the House here. 

Senator Coorer. Yes, Congressman Frank A. Stubblefield from the 
First District of Kentucky is here. 

Senator Kerr. Congressman Stubblefield ? 

Mr. Srussterietp. Mr. Chairman and members of this distin- 
guished committee, I think, with a view of saving the committee’s 
time, I would like to yield whatever time you have graciously allowed 
me to the people and officials from Kentucky who are here to testify 
this morning. 

Senator Kerr. Well, we will do this about that, Congressman. I 
will see if there is any other Congressman here and if there is we 
will hear from him; if not, we will let your witnesses talk, if they 
will just sit down right here. 

Is there any other Member of the House here? 

(No response.) 

Senator Kerr. All right, Congressman Stubblefield. 

Mr. Srussterreip. Mr. Chairman, from Fulton, Ky., we have here 
present: Nelson Tripp, the mayor of Fulton, Ky.; Clyde P. Williams, 
chairman, electric plant board; Paul Westpheling, plant board mem- 
ber; and Ward Johnson, plant board member. 

Mayor Tripp will testify and speak for the delegation. 

Senator Kerr. All right, Mayor Tripp. 

Senator Cooper. Mr. Chairman, I would like to join Congressman 
Stubblefield in introducing and welcoming this group which repre- 
sents a community which is on the line between Tennessee and Ken- 
tucky in the First District. 

Senator Kerr. All right. 


STATEMENT OF NELSON TRIPP, MAYOR OF FULTON, KY.; ACCOM- 
PANIED BY CLYDE P. WILLIAMS, CHAIRMAN, ELECTRIC PLANT 
BOARD, PAUL WESTPHELING, PLANT BOARD MEMBER, AND WARD 
JOHNSON, PLANT BOARD MEMBER 


Mr. Trier. Mr. Chairman and members of this committee, my name 
is Nelson Tripp and I am appearing as a representative of the people 
of Fulton, Ky. With me are members of the electric plant board, as 
Congressman Stubblefield has said: Clyde P. Williams, chairman of 
the board, Paul Westpheling and Ward Johnson, plant board 
members. 

I would like to have your permission, Mr. Chairman, that our 
statement with their names be submitted to the committee. 

Senator Kerr. You mean you want their names to be entered as 
joint offerers of this statement? 

Mr. Trier. That is right. 

Senator Kerr. Very good. 


42058—59——3 
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Mr. Trrep. Mr. Chairman and members of the committee, we are 
appearing here today as representatives of the Electric Plant Board 
of the city of Fulton, Ky. On the 14th day of April 1959, the 
House of Representatives enacted a bill to amend the Tennessee Val- 
ley Authority Act of 1933, said House bill being referred to as H.R. 
3460. That bill, as enacted, permits the TVA Corporation to enter 
into contracts with South Fulton, Tenn., but fails to include Fulton, 


Attached to our statement, of which you each have a copy, is a 
map and a photograph which we would like to call your attention 
and ask you to refer to, appended to our statement as exhibits. You 
can pull that out and examine it. 

You will note that South Fulton, Tenn., and Fulton, Ky., in all 
respects are one community, divided only by a State line. At this 
time, the community has one power system serving it, and which 
power is being applied by a private utility, which has its power 
arangements with TVA. Further, you will note by the attached 
map, which shows the TVA power system as of July 1958, Fulton, 
Ky., is well within the TVA service area although it is presently 
being served by a private power system, who is obtaining power 
from TVA to serve Fulton and South Fulton. Also, it will be ob- 
served by you that the TVA transmission line passes not more than 
- yards from the city limits of Fulton, Ky., and South Fulton, 

enn. 

For many years now Fulton and South Fulton have been attempt- 
ing to acquire the present facilities from the local system. Qnce 
this is accomplished, the changeover from the existing company to 
the local plant board will require no additional facilites, no additional 
request for power, and in fact, the city will continue to use the 
same supply of TVA power as the private power system is now using. 
To be specific, the change would amount to little more than a change 
of name and new meter reading. 

Also, we would like to call to your attention the very basic fact 
that all of the Kentucky towns named in H.R. 3460 are actually 
outside of the TVA service area, while the city of Fulton, although 
not included, lies in a location completely surrounded by this service 
area. To exclude Fulton, Ky., would be unjust and certainly unrea- 
sonable. Further, it would raise a legal question which might rea- 
sonably have to be resolved by the courts, which question could be 
completely resolved by including after South Fulton, Tenn., the 
words “and Fulton, Ky.” 

The private power company now operating without a franchise 
in our town for over 20 years has argued that efforts are being made 
by many communities to purchase its interest with the hope of obtain- 
ing TVA power. That situation does not apply in Fulton, Ky., for 
when we are successful in purchasing the company’s interest, TVA 
power is already available for it is being used in Fulton by the said 
private power company. For evidence of that fact, refer again to 
the TVA map. 

Further, please consider the economic situation which will be the 
result of having part of a community served by TVA and the other 
part excluded from such service. Since the date of the House inclu- 
sion of the name of South Fulton, Tenn., in the bill, many property 
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owners have left the Kentucky side and have moved to South Ful- 
ton, Tenn. For years the business district of the community has been 
located on the Kentucky side. Now, many of the merchants will be 
forced to move their businesses or will cease to exist, for competition 
from the Tennessee side of the community will not permit them to 
stay in business. 

Whe have out twin-city industrial area. Our chamber of com- 
merce is known as the Twin-City Chamber of Commerce, and our 
recreational and park facilities and most of the churches are located 
on the south side with people going to the same church from both 
sides. 

Mr. Chairman, you are probably wondering about the beards on 
some of our men here who are part of our committee or delegation. 
They are grown as part of the centennial of Fulton and South Fulton, 
Tenn., and 

Senator Kerr. When you say “centennial,” you mean 100 years? 

Mr. Trirr. One hundred years. 

Senator Kerr. You mean it took them that long to grow them? 
[Laughter. | 

Mr. Trier. By looking at the photograph, each of you will see 
that we are actually one community, although the law calls us two 
because of the State line, which simply is represented by a major 
street running through the center of town. For some years the same 
post office has serviced the community on both sides of this State line. 
That street which is the line dividing the States is marked by a red 
line which you will observe on the map. At the very extreme east 
end of the street and marked on the photograph is located the major 
TVA transmission line. This line is carrying power over both the 
western end of the States of Kentucky and Tennessee. 

All of the above information is supplied to indicate to you that 
in no way will the inclusion of the name of Fulton, Ky., extend the 
TVA service area. We recognize the problems which face you in 
any decision as to a worthy bill, but we feel that in any bill that you 
pass upon, you will certainly want to consider it as being a justifiable 
one, and not one that will raise numerous legal questions, possibly 
calling for reinterpretation, and one which will force undue hardships 
on any community. 

In conclusion, we hope that this committee will adopt H.R. 3460, but 
with the inclusion of the following words after South Fulton, Tenn., 
“and Fulton, Ky.” The premises for so including the name of our 
city are stated briefly below : 

1. Fulton and South Fulton are in essence one community. 

2. Fulton and South Fulton are serviced by one system. 

3. Fulton, Ky., would be at a decided disadvantage and its economy 
virtually destroyed, in relationship to South Fulton. 

4. Fulton and South Fulton would require no additional service 
from TVA than they are presently receiving from TVA through the 
private power system. 

Thank you, Mr. Chairman and gentlemen. This concludes our 
statement. 

Senator Kerr. Thank you very much, Mayor Tripp. Are there 
questions from members of the committee ? 

Senator Coorrr. I would like to say that I think the mayor has 
presented a very clear statement supporting Fulton’s position. 
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As I understand, there is one distribution system which serves both 
South Fulton, Tenn., and Fulton, Ky. 

Mr. Trier. That is right. 

Mr. Cooper. And the source of power now, is the Tennessee Valley 
Authority ? 


Mr. Trier. It is served by a private utility company being served by 
TVA. 

Senator Coorrr. So the inclusion of Fulton would not mean any 
additional demand for TVA power? 

Mr. Tripp. No, sir, no additional power would be required. 

Senator Cooper. Would you want to file with your statement the 
supplementary material attached to it? 

r. Tripp. Yes. With the permission of the chairman and mem- 
bers of the committee, I would like to file the map and the photograph 
and the statement entitled, “A Chronological History of Fulton’s 
Fight for TVA, as Taken From the Files of the Fulton County 
News.” 


Senator Kerr. That statement will be filed with the record. 
(The statement referred to follows :) 


A CHRONOLOGICAL HISTORY OF FULTON’s FIGHT For TVA, AS TAKEN FROM THE 
FILes oF THE FuLToN County NEws 


OCTOBER 27, 1938 


Vernon Owen, chairman of a movement sponsored by the Young Businessmen’s 
Club to obtain TVA power for Fulton, led a discussion in favor of the plan at the 
chamber of commerce meeting this week. 


OCTOBER 28, 1938 


A mass meeting called by the Young Businessmen’s Club will be held at the 
Fulton City Hall next Tuesday night to explain to the people the revenue bond 
proposal for securing a municipally owned light and powerplant. The meeting 
will be addressed by James L. Goodrich, representative of Thomas H. Allen & Son, 
engineers of Memphis, hired by the city of Fulton to prepare the project for sub- 
mission to PWA authorities in Washington. 


NOVEMBER 4, 1938 


Following is a notice in part appearing on the front page of this week’s paper: 
“To the Citizens of Fulton, Ky.: 


“Your mayor and council recently passed an ordinance which permits you at the 
regular November 8 election to vote on the following question: Are you in favor 
of purchasing, constructing, and operating a municipal light, heat, and power- 
plant, in accordance with the plan and specification adopted by the city of 
Fulton, and incurring an indebtedness by the issuance of revenue bonds in 
the amount of $110,000? (1) We are not disposed to obstruct the effects 
of the city officials nor the citizens of Fulton to take advantage of what- 
ever benefits may be available by virtue of TVA service. We are, of course, 
kindly interested in protecting the investments in all of our operations 
* * * we therefore, must exert every honorable effort to that end. (2) We are 
informed that your mayor and council have received notice from TVA that its 
service is not at this time available to the city of Fulton. (3) If in the future 
TVA service should become available to Fulton and the city desires to avail 
itself of this service, we will be willing to discuss with you in a friendly way the 
terms and conditions under which our electric property in Fulton might be pur- 
chased by the city. 

“(Signed) Kentucky Ut1zirtiss Co., 
“(By) R. M. Watt, President.” 
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NOVEMBER 11, 1988 


On Tuesday, November 8, the municipal bonds election was approved by the 
citizens of Fulton with 606 for and 420 against. In commenting on the victory, 
the News stated that “The movement for TVA was started here last January by 
the Young Businessmen’s Club, which worked jointly with city officials. The 
Kentucky Utilities Co. is now serving the city without a franchise, which has 
expired, and the city of Fulton has offered that company $66,000 for their dis- 
tribution system. Approval of the bond issue Tuesday was the first step toward 
obtaining TVA, and now will come negotiations and legal technicalities to be 
earried forward by the city council.” 

(During the year 1939 there were no stories mentioning TVA action.) 

(Also, during the year 1940 there was no TVA news reported.) 


MARCH 14, 1941 


First district representatives of the Kentucky Public Power League voted in 
a meeting at Murray State College Monday to appoint a committee to draft legis- 
lation to be introduced in the next session of the Kentucky Legislature whereby 
cities of the State may contract for TVA power. The Kentucky Public Power 
League was organized at Murray 2 weeks ago with these two purposes: (1) To 
secure TVA power legislation at the next session of the Kentucky Legislature; 
(2) to induce the TVA to extend its power lines into Kentucky immediately, 
rather than to wait for completion of Kentucky Dam. Representing Fulton at 
the meeting were Bert Newhouse, K. P. Dalton, Tom Boaz, Vernon Owen, F. A. 
Homra, J. A. Hogan, Gilbert DeMyer, Aaron Butts, and M. L. Parker. 


APRIL 4, 1941 


Mr. Jessup, official of the Tennessee Valley Authority, spoke before the Fulton 
Lions Club last Friday, explaining the purposes and plans for this Federal 
organization. 

FEBRUARY 6, 1942 


At their regular meeting last Monday the Fulton city council went on record 
as endorsing the TVA bill now pending in legislature. In a large advertisement 
in this issue, the Kentucky Utilities Co. condemned the TVA bill pending in the 
State legislature, as “vicious special privileged legislation.” 


FEBRUARY 20, 1942 


In a large advertisement in this issue, the Kentucky Utilities Co. again opposed 
passage of the TVA bill stating, ‘Don’t be rushed. Why pass any TVA bill now?” 
In this advertisement the company presented five reasons why it opposed the 
bill. (1) It would stop construction of a generating plant and transmission 
program by the company. (2) It would cripple the war production program of 
the company. (3) It would close the door to all sources of new money necessary 
for system improvement and enlargement. (4) Deny the company the oppor- 
tunity to determine if it can reduce its rates to approach the levels of TVA. 
(5) Destroy the morale of Kentucky Utility employees, whose efforts are vitally 
needed during the war. 

FEBRUARY 6, 1948 


TVA for Fulton again faces city council: Power may be available, according 
to letters from J. E. Krug, chief power planning engineer of TVA, to Vernon 
Owens of Fulton, and to J. E. Melton of Fulton. On last Tuesday the city 
council appointed the following committee to investigate TVA power for Fulton: 
J. G. Varden, chairman, W. T. Browning, and Don Hill. 


FEBRUARY 13, 1948 


The regular monthly meeting of the Chamber of Commerce was addressed by 
R. J. Beamish, Jr., divisional manager of TVA at Jackson, Tenn., who was a 
specially invited guest. 
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FEBRUARY 20, 1948 


The question of TVA for Fulton is becoming the number one local topic of 
conversation. TVA has been endorsed by the chamber of commerce and the city 
council has voted 4 to 1 to prepare an ordinance authorizing a proposed power 
board to enter negotiations with Kentucky Utility for purchase of their loca] 
facilities. 

MARCH 5, 1948 


Last Monday the city council voted 4 to 2 to table an earlier motion by Ward 
Johnson to pass an ordinance that would have authorized the council to open 
negotiations to secure Government power for the city. The majority evidently 
believed that negotiations to bring TVA here would be a costly item to the city, 
The news story covering this action reviewed the fact that following the 1938 
referendum the council at that time decided to wait on applying for TVA until 
Gilbertsville Dam was completed. Monday night’s meeting indicated that the 
council wished to wait again until negotiations at Paducah indicated a successful 
battle with Kentucky Utilities was apparent. The council was influenced in 
this action by the fact that Paducah, in 10 years of litigation with Kentucky 
Utilities, had spent over $25,000, and still had not succeeded. At Monday night’s 
meeting a number of citizens were present and voiced their endorsement of TVA. 


APRIL 2, 1948 


An article advocating TVA in this issue pointed out that Fulton has refused to 
give Kentucky Utilities a franchise here since 1933. In answering the question, 
“Is now the time to buy Kentucky Utilities out?” it was stated, “In 1938, Kentucky 
Utilities said wait until Gilbertsville is built, then, until the war is over, then we 
were told to wait until we get a new council, then wait for Paducah, then wait 
for Clinton and Hickman. 

APRIL 9, 1948 


Last Monday night the city council voted 4 to 1 for an ordinance that would 
authorize the mayor to appoint a power board to open negotiations for purchase 


of Kentucky Utilities properties in Fulton. A similar motion had been previously 
taken at the March 1 meeting. 


APRIL 16, 1948 


Tom Waller, attorney for the Paducah law firm handling TVA negotiations 
in that city, pointed out at a chamber of commerce meeting here Monday night 
that “The fight to acquire Kentucky Utilities for TVA distribution would be a 
long and tedious one.” A story pointed out that Mayor T. T. Boaz is seeking 
qualified, capable men for the power board. In the same issue appeared a tliree- 
quarter page ad of Kentucky Utilities condemning TVA. 


MAY 7, 1948 


In this issue appeared an ordinance approved by the mayor and council of 
Fulton, passed May 3, 1948, creating an electric plant board for the city of 
Fulton. 

JUNE 11, 1948 


The members of the electric plant board, named by Mayor Boaz, include Leslie 
Weaks, Paul Boyd, G. B. Butterworth, Joan Earle, and Joe Davis. This board, 
named last Monday night, surprised the council and it refused to accept them, 
on the grounds that “they were not enthusiastic enough for TVA”. The council 
voted to table the motion of the board’s acceptance. (Butterworth was the 
council member of the board.) Mayor defended his appointments and served 
notice that they would stand. The vote to table passed 3 to 2. 


SEPTEMBER 1948 TO JANUARY 1959 


No action taken—awaiting outcome of litigation between the Kentucky Utili- 
ties Co. and the city of Paducah. 
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FEBRUARY 1959 


In February 1959, Mayor Nelson Tripp appointed a new electric plant board, 
and this board was unanimously approved by the council. 

The reason for appointment of the board was to acquire and operate the pres- 
ent electric distribution system for the city, using TVA power. 


Senator Kerr. Thank you very much, Mayor Tripp, and the people 
with you. 


Congressman Stubblefield, do you have any more people you want 
to bring forward as witnesses ? 

Mr. Srussiertecp. Mr. Chairman, the next gentlemen who wish 
to testify are from Paducah, Ky. They are Mr. William R. Powell 
executive news editor of the Paducah Sun-Democrat; and Mr. Fred 
Paxton also wishes to offer testimony, Mr. Chairman. 

Senator Coorrr. Mr. Chairman, I would like to ask that there be 
inserted in the record a telegram I have received from the Honorable 
George G. Jacobs, mayor of the city of Paducah, Ky., supporting the 
bill. 


Senator Kerr. That telegram will be made a part of the record. 
(The telegram referred to follows :) 


PapucaH, Ky., June 6, 1959. 
Senator JoHN SHERMAN COOPER, 
Senate Building: 


The Paducah City Commission requests that you protect interest of the city 
of Paducah in connection with hearings and debate on TVA bond financing bill. 
As you know, Paducah has been trying for the last 20 years to acquire its own 
electric distribution system and to buy power from TVA. The city was un- 
successful in one effort to acquire its system and had to give up after years 
of litigation and the expenditure of many thousands of dollars, but we are 
now engaged in another acquisition effort under the provisions of a franchise 
contract which obligates the power company to sell its system to Paducah 
and we have every hope that we will be able to acquire our distribution system 
in this proceeding. 

Paducah is in the Tennessee River watershed and within 20 miles of TVA’s 
biggest dam and an equal distance from TVA’s Shawnee steam plant. In view 
of the foregoing special circumstances Paducah was exempted from the restric- 
tions of the Vinson amendment under the language adopted by the House of 
Representatives we assume that under the Vinson amendment Paducah could 
resell power within the city as it may grow by annexation in the future and 
also within the environs. Restrictions to municipal boundaries would create 
awkward operating problems and troublesome discrimination among neighbors 
living on the city fringes. We much prefer present language of Kerr bill, but 
if the Senate committee should consider adoption of the Vinson amendment 
we ask that this question of interpretation be clarified within the language 
of the bill or in the committee report. 

GerorGeE G. JACOBS, 
Mayor, City of Paducah, Ky. 


STATEMENT OF WILLIAM R. POWELL, EXECUTIVE NEWS EDITOR, 
PADUCAH SUN-DEMOCRAT, PADUCAH, KY. 


Mr. Powe. Mr. Chairman and gentlemen, I have never appeared 
before a committee like this before and I want to tell you that I 
consider it a great privilege, and I hope it 7 not the last time I am 
given an opportunity to do such a thing. I did not memorize any- 
thing to tell you, but I have put down written statements here. "I 
feel that I should be a lot better than I am at oratory, but I am not a 
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good orator, and since I did not put down a written statement, I 
think that my statement should be brief and simple. 

Paducah, Ky., is located 14 miles west of Kentucky Dam and 16 
miles east of the Shawnee steamplant, with a capacity of 130,000 
kilowatts for Kentucky Dam and a rated capacity of 1,500,000 kilo- 
watts for the steamplant. 

Our story goes back a long ways on TVA. It goes back to 1933 
when a man named Alben W. Barkley did the first step to get the 
TVA built. 

I want you to understand that Paducah was exempt from this 
so-called territorial restriction in the House bill, and I want you to 
understand why. 

I think it is all because of our long interest—certainly that is one 
of the factors—and I think it is because of the long fight, the long 
and bitter and vicious fight that we had with the Kentucky Utilities 
Co.,in Paducah. Let me tell you about that. 

That started about the year 1940 with the writing of the new 
franchise with the company, and in this franchise we had a section 
7 which clearly stated that the city would be given the opportunity to 
buy the Kentucky Utilities Co. system when it saw fit. They saw fit 
in 1942 and they gave the company notice, and we have been fighting 
since that time without any results at all, passable results, without any 
great progress toward the purchase of that system. 

Here is what happened, Mr. Chairman and gentlemen: We went 
to the court and the company resisted, from the very start they 
resisted, bitterly and viciously and violently, and they seized upon 
incredibly minute points to go to the court of appeals to block us, 
and that went on for a good long while, and, by the time that was all 
over in the court, it had grown to become the largest case ever filed in 
the circuit court in the country, and it contained a lot of things which 
were ridiculous in the light of commonsense or common law, or any 
other kind of law. 

So by the time it did get to the court of appeals, our appraisal was 
clearly outdated and we had to start all over again. 

Another complication was that in Paducah we had some officials, 
some of which were friendly to the company, which of course gave the 
company the opportunity to keep up that fight. 

This situation has been relieved by the appointment of Mr. Joseph 
Swidler, an attorney from Nashville, and a man who has been a former 
General Counsel of the Tennessee Valley Authority, appointment 
of him as our counsel, and so that we think now we have got some- 
thing started and we think that we are going to see the light ahead. 

The Tennessee River is one of our greatest resources. It meant the 
building of the city—and there we are, wedged right in between those, 
we are among the greatest resources of the TVA, and if we were not 
exempt from this so-called territorial restriction—we are barred from 
having this power that we feel we have a right to have, to secure. 
With our record and the record of Mr. Barkley and all of the things 
that were done in court, and the bitter fight that we had, we have the 
right to feel that we should have access to this great thing that I think 
would mean the difference between Paducah drying up on the indus- 
trial vine or becoming a great big center. 

And we realize also that the atomic energy plant is nearby and the 
TVA transmission lines crisscross our county, and yet due to the pro- 
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tection—or to the methods that are allowed, we have been unable in 
20 years to beat them down or pass through that barrier that they have 
ut up. 

. Wow Barkley Dam will be completed, we think, in 1965, and perhaps 
that will also be a source of power, but just how we will fit in, I don’t 
know, but I want you to know, and this may not seem very important 
to you but it is important to me and it is important to the people I 
represent; I said that I represent the city of Paducah, and we do, 
oficially, but we also represent people not only in the city but all 
over the territory, which is a great big chunk of the fringe of the 
Tennessee Valley. 

I want to thank you very much for hearing what I have had to say, 
and I hope that you understand just what bitterness we have been 
through, and just what frustration has been caused by this inability to 
take advantage of something which was so clearly ours, and I hope 
that you will understand that when you consider this matter, and I 
= that you will extend to us the consideration you see fit. 

Senator Kerr. Thank you very much, Mr. Powell. 

Are there any questions ? 

Senator Cooper. Mr. Powell, how far is Paducah from the mouth 
of the Tennessee River ? 

Mr. Powetu. Well, sir, it is right there at Paducah, the Tennessee 
enters into the Ohio at Paducah; in fact, the division of the waters 
is right at the foot of Paducah. 

Senator Coorrr. I think it is important for the committee to note 
that the Tennessee River empties into the Ohio at Paducah. 

Mr. Powe... The water is blue on one side where the dam is and it 
is yellow on the other side where the navigation is. 

Senator Cooper. Kentucky Dam on the Tennessee River furnishes 
part of the power to the Tennessee Valley Authority, does it not? 

Mr. Powe. I am sorry, I did not understand you. 

Senator Cooper. I say, the Kentucky Dam with power facilities, 
and which is located on the Tennessee River, furnishes power to the 
Tennessee Valley Authority ? 

Mr. Powetu. Yes, sir. 

Senator Coorer. How far is the Kentucky Dam from Paducah? 

Mr. Powett. Fourteen road miles; fewer air miles. 

Senator Cooper. And you say, as I understand, that Paducah has 
been negotiating and litigating to secure its distributing system ? 

Mr. Powe... Well, that represents the preliminaries, that was the 
writing of the franchise then, in which it was provided that we could 
buy the system. 

enator Coorrr. Well, I believe you said that 15 or 16 years ago Pa- 
ducah began to negotiate, and finally to litigate, to secure control of 
its distribution system ? 

Mr. Powett. That is correct. 

Senator Coorrr. With a view of securing power, if possible, from 
the Tennessee Valley Authority ? 

Mr. Powett. We hope to do that, and we also have in mind that 
there are—well, another plan that might get power from some other 
source. 

Senator Cooper. Paducah is included in the House bill ? 

Mr. Powe. It is excluded. 

Senator Coorrer. Included. 
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Mr. Powe. Well, it is included in the territorial—— 
Senator Cooper. Yes; included in the House bill. 

Mr. Powe tu. Yes, sir. 

Senator Kerr. Are there any other questions? 

(No response.) 

Senator Kerr. Mr. Paxton, did you have a statement ? 
Mr. Paxton. Yes, Mr. Chairman. 


STATEMENT OF FRED PAXTON, PADUCAH, KY. 


Mr. Paxton. Mr. Chairman and members of the committee, I would 
like to thank you for this opportunity of speaking before you. I 
shall not impose upon your time. 

The citizens of Paducah are well nigh unanimous in the desire to 
distribute TV A power and to function as a part of the Tennessee Val- 
ley Authority power system. We would be a part of the TVA system 
today if it were not for the determined and effective opposition of the 
Kentucky Utilities Co., which has thus far held us up in the courts. 

Here are some of the facts in the case thus far: 

First, the company, the Kentucky Utilities Co., has refused for 
15 or 16 years to live up to a contractual obligation in its franchise 
with the city of Paducah, Ky., which gives the city the right to pur- 
chase its properties under an orderly and equitable procedure. 

Second, the company has obtained a State law-enforced monopoly 
by virtue of a Kentucky statute passed in the last session of the Ken- 
tucky General Assembly which prohibits the construction of parallel- 
ing utilities facilities. 

Third, the company, which operates in one of the lowest cost-of- 
SS areas in the country, charges retail rates considerably 

igher than the national average. 

I would not ask you to draw a conclusion on the relationship be- 
tween a specific area and a nebulous national average without some 
facts to back it up. 

Shawnee steam plant, located in my own county of McCracken, l.ad 
the lowest cost of production of any steam plant in the TVA system 
last year. Yet the private company’s retail rates to residential cus- 
tomers in Paducah, which is in McCracken County, are 2.88 cents per 
kilowatt-hour, or 12 percent higher than the national average of 2.53 
cents per kilowatt-hour. 

The Shawnee production costs come from page A-25 of the fiscal 
1958 TVA annual report. The Paducah and national average figures 
come from page 13 of a report prepared for the city of Paducah by 
Burns & McDonnell, an engineering consulting firm from Kansas 
City, Mo. 

The Burns & McDonnell report further states that: 

Decatur, Ala., is similar to Paducah in size, location with respect to transpor- 
tation, access to water resources, and proximity to coalfields. If anything, it 
is less well advantaged in each of these respects. Yet, as shown in table 2, 
the average homeowner in Decatur uses four times as much electricity, and 
purchases it for 28 percent of the unit cost of a homeowner in Paducah. 

Decatur, which is served by TVA, has a retail rate to residential 
customers of 79 cents per kilowatt-hour. The entire TVA system 
has an average residential retail rate of 1.07 cents per kilowatt-hour, 
or 65 percent lower than Paducah’s residential rate. 
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I suppose almost every person who submits testimony to a congres- 
sional committee has a special interest. My special interest is to give 
to the people of our area the right to exercise democratic processes in 
deciding what the source of their power shall be. 

If the TVA self-financing bill is not passed, the harmful effects 
will be manifold. The areas now served by TVA will face an im- 
minent power shortage. And areas located in the same county with 
present TVA facilities will be thrown upon the mercy of powerful 
monopolies. The beforementioned act of the Kentucky Legislature 
is an indication that citizens’ rights are not adequately protected by 
State laws. ’ , 

We ask that you make it possible for TVA to finance its needs in 
a businesslike way, through issuance of bonds, and that areas on the 
fringe of the present area, and clearly in the service area as outlined 
in the original TVA Act of 1933, not be made a captive market of 
monopolistic power companies which have even been able to shape 
State laws to thwart the basic element of free enterprise, competition. 

Thank you, Mr. Chairman, and that is all I have to say. 

Senator Kerr. Thank you, Mr. Paxton. 

Any questions from members of the committee? The Senator from 
Kentucky ? ; 

Senator Coorrr. Mr. Paxton, the Shawnee steam plant furnishes 
power to TVA. How far is the Shawnee steam plant from Paducah? 

Mr. Paxton. It is within McCracken County, within 16 miles of 
Paducah. 

Senator Coorer. All right, Mr. Paxton. Thank you. 

Senator Kerr. Representative Stubblefield, do you have another 
witness ? 

Mr. Srussterrevp. Mr. Chairman, the acting mayor of Princeton, 
Ky., is on his way here by airplane and he is expected to arrive here 
about 1 o’clock. I don’t know whether he wants to make a state- 
ment, or just file a statement, or just be on record as joining the other 
delegation. 

Senator Kerr. We will be glad to let the record show that if he 
has a statement he may make it, or he may file it at some time when 
we reconvene after lunch. 

Mr. StrupsterteLp. Thank you, Mr. Chairman. 

Senator Coorrr. Mr. Chairman, I have a copy of a letter directed 
to you, from the Honorable Kelsey R. Cummins, mayor of the city 
of Princeton. I could either put in my copy or Congressman Stub- 
blefield could put in his. 

Senator Kerr. Do you want to put your copy in the record? 

Mr. Srupsiertevp. Yes, sir. Thank you, Mr. Chairman. 

(The letter referred to follows:) 


CITY OF PRINCETON, 


Princeton, Ky., June 6, 1959. 
Senator KrErr, 


Chairman of Senate Committee on Public Works, 
Washington, D.C. 


Dear Str: As mayor of the city of Princeton I desire that the following shall 
be submitted for record in your scheduled hearings June 9, 10, on the TVA 
bill relative to our light and power problems here in Princeton, Ky. 

We pray for economic relief here in Princeton, Ky., a city of some 6,000 or 
7,000 population. Princeton is in fringe TVA territory, located within 25 miles 
of Hopkinsville, 20 miles of Cadiz, 50 miles of Murray and Benton, and 60 miles 
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of Mayfield; all being supplied with TVA power. REA touches the rural com- 
munity near Princeton and is thus supplied with REA power. With these 
TVA centers and their relatively lower light and power rates for both private 
and commercial establishments it is all but impossible to secure industry here- 
abouts. For instance in the residential realm a person paying $6.68 for 175 
kilowatt-hours here in Princeton would only pay $3.38 for the same in May- 
field or Murray, Ky. A resident in Hopkinsville would only pay $2.75. Com- 
mercial rates are likewise differentiated in the corresponding localities. 

It appears then that Princton has been and will continue to be at a dis- 
advantage in light and power rates when it comes to offering competitive light 
and power rates to industry and its personnel. In the last 5 years Princeton 
has lost a segment of 50 employees of the Princeton Hosiery Mills to Cadiz, 
Ky., which is in the TVA realm. Further, Thomas Industries left Princeton 
2 years ago and located its large plant employing 300 or 400 people in Hopkins- 
ville, Ky., the Thomas Industry vacant plant here bearing a $1,000 a month 
rental burden. 

Cognizant of the foregoing this mayor and city council candidates for same 
2 years ago went before the electorate of Princeton with a platform promising, 
if elected to secure, if at all possible TVA or REA light and power. This was 
largely the single issue in the campaign. The people responded by electing us 
to office by a landslide majority of 2 to1. 

Following the inauguration of said mayor and council, and feeling that a 
mandate had been received from the people, proceedings were instituted for 
the acquisition of TVA power through the Kentucky TVA Act KRS 96.550. A 
plant board was duly appointed and elected and proceeded according to the 
outline of said TVA act. Thus far appraisal of the Kentucky Utilities prop- 
erties have been made by the plant boards’ appraiser and by the Kentucky Util- 
ities appraiser. A third appraiser has been appointed by the Governor of Ken- 
tucky and the three appraisers are scheduled to have a meeting shortly in 
which a compromise figure of cost may be reached. 

Now, in view of the conditions as set forth above and the proceedings which 
we have followed, and the fact that the Kentucky Utilities franchise expires 
with the city of Princeton in April 1960, we of the city of Princeton implore you 
to give thoughtful consideration to the passage of the TVA self-financing bill, 
which as amended by the House, includes the city of Princeton and other fringe 
cities in TVA territory. 

Respectfully submitted. 

KeEtsey R. Cummins, Mayor. 


Mr. Sruseiertetp. And I want to thank you for the privilege of 
appearing here this morning. 

enator Kerr. Fine. 

Congressman Frank W. Boykin, of Alabama, left word through 
Senator Hill and Senator Sparkman that he would like to yield his 
time to Thomas W. Martin, of Birmingham, Ala. 

Will you come forward, Mr. Martin, please? 


STATEMENT OF THOMAS W. MARTIN, CHAIRMAN OF THE BOARD, 
ALABAMA POWER C0. 


Mr. Martin. Thank you, Mr. Chairman and members of the com- 
mittee. I will be very brief, I hope not over 5 or 6 minutes. 

Senator Kerr. Go ahead and take whatever time you want. 

Mr. Martin. Thank you, Mr. Chairman. 

My name is Thomas W. Martin, and I live in Birmingham, Ala., 
and I am chairman of the board of directors of the Alabama Power 
Co. I have been identified and associated with the affairs of this 
company for over 48 years, most of this time serving in legal and 
executive capacities. 

What I am interested in here, stating it most briefly, is to try to 
maintain the status quo, that is, the status which was created between 
us, my company, the Alabama Power Co., and the Tennessee Valley 
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Authority. This came about by virtue of what you might call an 
agreement in 1939, between Mr. Lilienthal and Mr. Clapp, of the 
TVA, and myself. 

We have worked along with that in Alabama. TVA and Alabama 
Power Co., have each respected their boundary lines, that is, there 
sort of grew up a line, a sort of a boundary line between our opera- 
tions and theirs. I confess that the best way to describe that is just 
to say that it was a gentleman’s agreement and it was not abused; it 
has been observed, gentlemen, and observed for 20 years, and we live 
in peace and harmony with the TVA, and we propose to continue to 
do so. 

Now, then, the present bill would possibly enlarge the services of 
the Tennessee Valley Authority by going south of that line that we 
have had, 4,239 square miles in Alabama, and that indicates that the 
line will be crossed and customers who have been within our territory 
will be in the Tennessee Valley Authority area, and the result will be 
that the whole counties will be served by the TVA. 

Our company, gentlemen, has between 600,000 and 700,000 cus- 
tomers, and the result of that is that if the TVA were to take in the 
whole area, we would lose 42 percent of our customers, over 250,000 
of our customers, and we will lose 40 percent of our capital. 

We have a capital of over $500 million in our utility plant, and 
that will gravely affect our capital and it would gravely affect our 
whole power supply picture. 

Now, gentlemen, I do not believe from anything that has come to 


us that the TVA has wanted that extended area. We have no infor- 


mation whatever that the Tennessee Valley Authority wanted that 
extended service area. 

Let me get over to you the point that we have large obligations, 
gentlemen, to the United States. Congress passed an act several 
years ago under which the Federal Power Commission was permitted 
to grant a license to develop the dam on the Coosa River and we applied 
for the license and got the license, and that is to be finished in 10 

ears. 

. Now, while we are building a dam on the Coosa River, simultane- 
ously we are building another dam on the Warrior River under license 
in Alabama. Those commitments will take almost $170 million to 
carry through. But that is not all, gentlemen; we must do that in 
10 years, and, in addition to those commitments we must build lines to 
carry the power, lines and facilities, and we figure that it will take 
upward of $700 million in 10 years to carry out the commitments that 
we have. 

Now, gentlemen, we want a fair chance to raise that money and we 
do not feel we can unless we can preserve that status quo that we have 
and we feel that this status, which has existed for 20 years, ought 
to be maintained and that it should not be changed. As to the Vinson 
amendment which was adopted by the Public Works Committee of the 
House, and it appears in the House bill—I have no suggestions about 
that except that we hope that you will, this committee, will seriously 
consider that amendment and consider preserving the status which has 
existed for so long. 

Senator Kerr. As I interpret the purport of your testimony, Mr. 
Martin, is that you endorse the language of the House bill with 
reference to limitation of the area served. 
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Mr. Martin. Yes, sir; as far as our area is concerned. I have no 
suggestions about other areas. As far as public opposition is known, 
we have published our position in the newspapers, and we have no 

rotests from any source, Mr. Chairman, no protests from any source, 
f repeat, as against the position we are taking, and I am not aware 
of any customers that we serve that want to be released from our 
service. , 

Therefore, as far as I know, this is a situation in which we are 
presently at peace, and this will have the effect of greatly disturbing 
our ability to fulfill the enormous requirements we are going to be 
under in our obligations that we have in Alabama. 

And now, gentlemen, that is my story, and I would be glad to 
answer any questions. 

Senator Kerr. Are there any questions from members of the 
committee ? 

The Senator from West Virginia. 

Senator Ranpotew. Mr. Chairman, I have known Thomas Martin 
for some 18 years. I recall his assistance in connection with the 
research on coal gasification by underground methods and I wish 
to say that I know he is a man of creative talent. He is also a dedi- 
cated community leader. 

When he discussed the service area today, I think the point he made 
isa very valid one, and I compliment him. 

Mr. Martin. I appreciate those remarks, Senator. The only reason 
I injected myself—well, I am the chairman of the Southern Research 
Institute at Birmingham. Weare carrying on a conference that starts 
tomorrow, and goes to the next day, on a subject called the Undis- 
covered Earth, and we will have some of the most distinguished 
scientists of America, such as Edward Keller, director of the Uni- 
versity of California Radiation Laboratory, and Thomas Nolan, the 
USS. Director in Washington—and those are just two examples of the 
men who will be there. I feel a great honor and a great obligation in 
being a part of that program and—well, that is why I impose myself 
in this meeting at this time. 

Senator Kerr. Thank you very much, Mr. Martin. We are glad 
to have your statement. 

Senator Cooper, did you have another witness ? 

Senator Coorgr. Yes, Mr. Chairman; but may I ask that Mr. 
Martin’s formal statement be made a part of the record? 

Senator Kerr. Yes, it will be made a part of the record. 

(Statement referred to follows :) 


STATEMENT OF THOMAS W. MARTIN, CHAIRMAN OF THE BoarD, ALABAMA 
PoweER Co. 


Mr. Chairman and members of the committee, my name is Thomas W. Martin. 
I live in Birmingham, Ala., and am chairman of the board of Alabama Power 
Co. I have been associated with the affairs of this company for over 48 years. 

Alabama Power Co. was organized under the laws of Alabama in 1906. It 
serves directly over 613,000 customers and indirectly an additional 113,000 cus- 
tomers in 56 of the 67 counties in Alabama, its service area consisting of ap- 
proximately 44,500 square miles. It has a total installed generating capacity 
of more than 1,700,000 kilowatts, more than 5,600 employees and more than $530 
million invested in its properties. 

We appreciate the privilege of presenting our views on the bills now before 
you. However, before giving you my views on this legislation, I wish to em- 
phasize the fact that Alabama Power Co. and TVA enjoy the best of relation- 
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ships. We have lived in peace with TVA for 20 years. We have not sought 
their customers, nor have they sought ours. We have developed a cooperation 
with the Authority in operating procedures which is helpful to both of us. As 
a matter of fact, during the last 4 years Alabama Power Co. and the other 
operating companies of the Southern Co. have exchanged some 3 billion kilo- 
watt-hours with TVA and expect to continue to coordinate our operations as 
we have in the past. We want to remain at peace with TVA. 

My I first take the liberty of mentioning that we prepared a letter to the edi- 
tor of the Birmingham News under date of March 24, 1959, after the House 
committee had reported H.R. 3460. Our letter had to do with the effect of an 
amendment adopted by the committee defining the boundaries of the TVA service 
area. We wish to include as part of our statement a printed copy of that letter, 
which includes the history of what we have come to call the gentleman’s agree- 
ment between TVA and Alabama Power Co. concerning the service boundary 
made in 1940. 

As you understand, the bill as passed by the House included the amendment 
which had been proposed by Representative Vinson of Georgia defining the TVA 
service area. 

We now consider in this statement that language of S. 931 which would per- 
mit expansion of TVA into those “* * * counties which lie in whole or in part 
within the Tennessee River drainage basin or the service area in which power 
generated by the corporation is being used on July 1, 1959 * * *.” 

The invasion of the service area of Alabama Power Co. permitted by this 
language would involve seven Alabama counties: Jefferson, Etowah, Calhoun, 
Blount, Marion, Franklin, and Winston. Three of these counties—Franklin, 
Etowah, and Winston—are served partly by Alabama Power Co. and partly 
by TVA with our respective service areas being clearly defined. 

Two other counties—Calhoun and Jefferson—are possibly within the language 
of the bill only because a small portion of each receives TVA service, with our 
company serving the remainder. 

The other two counties, Blount and Marion, are served entirely’ by Alabama 
Power Co. and are within the language of the bill only because a very small 
proportion of each lies within the Tennessee River drainage basin. 

In the counties of Etowah, Calhoun, and Jefferson, are three of the most 
populous areas served by our company; namely, Birmingham, Gadsden, and 
Anniston. The area threatened by this bill comprises approximately 4,239 
square miles, in which Alabama Power Co. is now serving 255,621 customers, 
or 42 percent of all customers served by the company, whose connected load 
amounts to about 40 percent of the company’s entire connected load. In round 
numbers, these customers, in that area in 1958, consumed 3.2 billion kilowatt- 
hours, or 34.6 percent of the 9.3 billion kilowatt-hours sold by the company. The 
revenue derived by the company from the sale of that electricity in 1958 
amounted to $42.3 million out of a total of $105 million, or over 40 percent of 
its revenue for the calendar year 1958. 

As is apparent, the loss of this area would have a tremendous impact upon 
the company. A continuing threat that this would happen would result if 
this bill were enacted in its present form, even though TVA did not expand 
into one square inch of the service area of the company. It has never been 
clear that Congress intended to permit such an expansion or the threat of 
such an expansion by TVA into the territory of the company. 

Let us consider the counties of Blount and Marion. They are served en- 
tirely? by Alabama Power Co. As pointed out before, they are within the 
language of S. 931 only because a very small part of each lies within the Ten- 
nessee River drainage basin. 

In Blount County the company serves 8,244 customers, has electric revenue 
of $857,404 and has an electric system investment of over $3.5 million. The 
county has an area of 640 square miles. Approximately 29.4 square miles 
are in the drainage basin of the Tennessee River, or 4.8 percent of the entire 
county area. There are about 225 rural electric customers in the drainage 
basin of the Tennessee River in Blount County, all of whom are served by 
Alabama Power Co. 

In Marion County the company serves 4,838 customers, has electric revenue 
of $780,556 and has electric investment of over $2.2 million. The county has 


1 Part of Marion County is served by the Tombigbee Electric Cooperative, which obtains 
its entire power supply from Alabama Power Co. 

2 As heretofore pointed out, part of Marion County is served by the Tombigbee Electric 
Cooperative, which obtains its entire power supply from Alabama Power Co. 
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an area of 743 square miles. The map shows that approximately 43.1 square 
miles are in the drainage basin of the Tennessee River, or 5.8 percent of the 
entire county area. There are 483 rural electric customers, 278 urban rate 
customers, 5 industrial rate customers, and 2 cotton gins in the drainage basin 
of the Tennessee River in Marion County, all of whom are served by Alabama 
Power Co., except seven rural electric customers who are served by Tombighbee 
Electric Cooperative. 

It is implied in the language of S. 931 that TVA may serve in these two 
counties—Blount and Marion—because of the small part of each which lies 
within the Tennessee River drainage basin; the entire county being thereby 
subjected to competition from TVA because of the limited part of each which 
happens to lie in the drainage basin of the Tennessee River. 

The Cherokee County Electric Cooperative serves areas of approximately 20 
square miles in northern Etowah County and approximately 60 square miles 
in northern Calhoun County. 

At this point I wish to invite your attention to a further example of the 
coordination of operating procedures followed by Alabama Power Co. and TVA. 

Alabama Power Co. has an interchange power agreement with TVA whereby 
the company delivers power to the Authority for resale to the cooperative at 
a substation located at Knighten’s Crossroads, approximately 5 miles west of 
Piedmont, in Calhoun County on the Gadsden Highway. This substation, with 
a capacity of 2,500 kilovolt-amperes and one spare transformer, is owned ani 
operated by Alabama Power Co. for the convenience of the Authority, The 
interchange power agreement specifies that TVA shall pay the company a 
rental of 114 percent per month of the $39,700 substation investment. 

The power delivered to this substation is used by the cooperative to serve 
its members in Calhoun County and a portion of Cherokee County. The energy 
thus delivered to the Authority, plus losses, is returned to the company by 
the Authority at the point of interconnection between the respective systems of 
the parties on the 154 kilovolt Guntersville-Gadsden line. 

During the 12-month period ending with December 1958, the company de- 
livered to the Knighten’s Crossroads substation 5,996,100 kilowatt-hours at 
demands ranging from 1,053 to 1,620 kilovolts. 

The members of the cooperative located in northern Etowah County are 
served from a substation located 2.7 miles north of Crossville, which is supplied 
directly by TVA. 

The following table gives pertinent information relating to the service of 
the company and the cooperative in Calhoun and Etowah Counties: 





Served by eames — Co., Dec. 31, | Served by Cherokee Coun- 


ty Electric Cooperative, 
County Dec. 10, 1958 1 


Customers | Square miles 





SRN cccnccnncconaccqreses Dy 598 60 
SI AS tts tcbatitteckttcdekad 28, 815 535 | 6,133, 769 462 20 
WMI 3 ooo ee 54, 159 1,085 | 10,584, 410 1, 060 80 





1 Based on actual count by company representatives. 


BOUNDARY OF THE TVA AREA 


There is another good reason why the bill we are considering should not pro- 
vide for an expansion of the area served by TVA. After the passage of the act 
creating TVA, our company entered into an agreement with TVA providing for 
the sale to TVA of our company’s electric properties, franchises, and easements 
in 11 counties and portions of 2 other counties in north Alabama. We were 
willing to execute this contract for it had the effect of creating a boundary line 
beyond which neither would extend service and serve to protect the rest of our 
company’s service area. Had that not been so, our company would not have 
sold its properties voluntarily. 

The contract of May 7, 1940, between Alabama Power Co. and TVA et al, 
established an “Authority area” which included 11 counties and portions of 
2 other counties in north Alabama. Alabama Power Co. sold its electric prop- 








Th) 
| AMAROOLNON 
os 


eS 


- ve 

' 1 

Fes ee ' 
are yo avaay \ 


) 


— 


oe oma OG T 4 


aon | 


uSERYVHSD 
ra 


pi VOtavit 1 Ve eee 








Pe hag: 
\ 


—_——~ i; zis 
<2 8 ; 





(zy *d e0ea) 65 - O 8507F 


VauV ALINOHLNV 
(*)t-V ON ONIMVUC 


ww 
v 
Node AOM Oy 


fe or 
=e D 
pues : ge sonie 
were , 
. c te 


e198 
ABe nai eo ane 
wale 

renee 


4 aa 4. 
rea mK t 
2 Joa ees teu. 


fad ' 
omen S eS — yoavaay \ 
™~. ~— "TTT OG 2 


ure \ 





Dae oa RL oA ile ise aaah 


REVENUE BOND FINANCING BY TVA 43 


erties, franchises, and easements in this area to TVA, and various municipalities 
and cooperatives, with the following exceptions : 
1. Certain urban distribution properties which had been duplicated and 
were taken down and salvaged ; 
2. Certain transmission and communication facilities which were retained ; 
8. Certain removable miscellaneous plant, property, and equipment; 
4. Real property not associated with the electric system conveyed. 

The last recital of the contract delineates the Authority area in the following 
language: 

“Whereas, the seller desires to sell and the purchasers desire to buy certain 
of the electric properties of the seller in Jackson, Madison, Limestone, Lauder- 
dale, Colbert, Lawrence, Morgan, Marshall, DeKalb, Cherokee, and Cullman 
Counties, and in the northern half of Franklin County, including Red Bay, but 
excluding the territory served by the seller’s Haleyville primary substation, and 
in that portion of Winston County lying east of the Sipsey Fork of the Warrior 
River, all in the State of Alabama, the area thus defined being referred to 
herein for convenience as ‘the Authority area,’ said area being delineated on 
drawing No. A-1(a) attached hereto and made a part hereof ;” 

Drawing A-1(a) is attached hereto as exhibit 1. 

In order to understand fully the contract of May 7, 1940, it is necessary to 
examine the release of Director David E. Lilienthal of the TVA Board of March 
6, 1938, the complete text of which is attached as exhibit No. 2. 

The release opens with this statement: 

“A comprehensive plan for a long-term adjustment of relations between the 
Tennessee Valley Authority and private power companies in the Southeast was 
proposed today by Director David B. Lilienthal, to whom the TVA Board some 
weeks ago delegated the responsibility of negotiating a basis for settlement.” 

Later in the release is this statement: 

“The proposal now advocated is based on a consideration of total power to 
be available and upon the expressed desires of local agencies for purchase of 
that power, and recognizes the economic importance of avoiding duplication of 
electric facilities. 

“The plan which is now suggested will, I believe, serve as an appropriate basis 
for immediate negotiations, for the following reasons: 

“1. It is comprehensive and provides a long-time basis of adjustment upon 
which all parties can then make their plans for the future. [Italics provided.] 

“( Specifically, if the suggested plan met with the approval of all parties and 
were put into effect, it would mean that now and then for the future all the 
power that the Authority can equitably allocate to Mississippi would be absorbed 
by the proposed purchase and present commitments; a similar situation would 
apply in Alabama and Tennessee. A limited amount of power would be avail- 
able to Georgia in addition to present contracts. Upon completion of Hiwassee 
Dam in 1942 or 1943, a further definite amount would be available for Georgia 
and also a limited and definite amount in an area near that dam in North and 
South Carolina, provided, of course, public agencies in such areas called upon 
the Authority for contracts. Whenever power installation is made at Gilberts- 
ville Dam a similar problem of allocation of a definite amount of power to western 
Kentucky would be presented.) 

“2. By providing for the sale of properties at a fair price, it makes it un- 
necessary for communities which have voted to use TVA power to construct 
competing and duplicate distribution facilities, and thereby protects the investor.” 

The next release to which attention is called is that of TVA dated February 
24, 1940, a copy of which is attached as exhibit No. 3; and from which the 
following exeerpt is quoted: 

“This purchase is the final step in carrying out the plan for long-term adjust- 
ment of the relations between the Authority and privately owned utilities in the 
region, as outlined by Director David E. Lilienthal on behalf of the Board of 
Directors on March 6, 1938, Mr. Clapp said.” 

And in a release of Thomas W. Martin, then President of Alabama Power Co., 
dated February 24, 1940, a copy of which is attached as exhibit No. 4, from which 
this excerpt is taken: 

“We feel that the company will, as to the remaining area in Alabama in which 
it operates, be able to carry on its business operations in a normal manner; and 
with the assurance given us by TVA, that this purchase is the final step in 
carrying out the plan for long-term adjustment of the relations between the Au- 
thority and privately owned utilities in the region, we can make plans for the 
future.” [Italic provided.] 


42058—_59——_4 
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These considerations, therefore, practically determined the location of the 
boundry line as it appears in drawing A-1(a) in the contract of May 7, 1940. 

Reference to Alabama Power Co. maps shows that the actual boundary line 
dips down slightly into the northern parts of Etowah and Calhoun Counties. 
These areas were served by the Cherokee Electric Cooperative. It had been 
anticipated by both the company and TVA that the boundary line (as shown in 
exhibit 1) would follow the northern lines of Etowah and Calhoun Counties. 
This was to be accomplished by the company’s purchasing the cooperative’s lines 
in the two counties. The company’s representatives were unable to work out 
such an agreement with the cooperative, so the boundary line was adjusted to in- 
clude the two small areas in Etowah and Calhoun Counties within the Authority 
area. 

The contract between Alabama Power Co. and TVA dated as of May 7, 1940, 
is a lengthy document and contains maps indicating to the State as a whole and as 
to each particular area, the properties transferred and those retained. Drawing 
No. A-1(a) shows the Authority area in solid yellow. 

There were discussions on the floor of the Senate in 1957 when the TVA 
bill (S. 1869) was before the Senate, in which certain statements were made 
by Senators Kefauver, Hill, and Eastland with respect to the TVA boundary 
line, and these are important in showing a lack of desire on the pare of TVA 
to expand the area served by it. (Excerpts from their statements are herewith 
set out :) 


SENATE Britt 1869—Excerpts From CONGRESSIONAL RECORD 


“Mr. Keravuver. Mr. President, we would not want to have any Senators 
get a false impression about how the TVA has been operated or about the 
aims of the TVA. The testimony shows that throughout many years the TVA 
has operated on a friendly and harmonious basis with private power companies 
on the perimeter of its area, and there have not been any efforts by the TVA 
to expand into other territory. The private companies have gotten along 
all right with TVA. 

“It is not now the intention of the TVA, and it never has been, to extend 
into the white area shown on the map. I assure the Senator that was the 
testimony before the committee. 

“I know we who are sponsors of the bill and particular friends of the TVA 
have no desire to do more than make a minor adjustment, such as the Senator 
from Mississippi has explained, in connection with the TVA operation. I think 
the amendment of the Senator from New Hampshire, taken with the modification 
by the Senator from Mississippi, will clear the matter up. What it provides 
is in conformity with what all of us have had in mind, and with the intention 
and the practice and the purpose of the Board of Directors of the TVA itself.” 
(103 Congressional Record 14195, Aug. 9, 1957.) 

* * * oo ee * * 


“Mr. Hit. I do not want to see this power sold by the TVA outside this area. 
The power is distributed by municipalities and REA cooperatives—approximately 
98 municipalities and some 53 cooperatives.” (103 Congressional Record 14196, 
Aug. 9, 1957.) 

* * * a + * & 


“Mr. EASTLAND. In the second place, the bill provides a limitation on the right 
of the TVA Board to expand geographically the territory which TVA serves. 
Those who have complained of TVA’s operations have often expressed the fear 
that TVA would expand the area of its operation until it became an octopus 
engulfing the whole United States. I submit that TVA’s record does not justify 
any such apprehensions at all. But to those who do have such fears, I say 
that the bill provides a safeguard in that direction.” (103 Congressional Record 
14219, Aug. 9, 1957.) 

The full significance of the boundary line agreement can be appreciated only 
when consideration is given to the financing the company was able to undertake 
after May 7, 1940. 

Alabama Power Co. was able to redeem its existing debt in 1942 by issuing 
and selling to the public through underwriters, $80 million of bonds having a 
substantially lower interest rate than the ones redeemed and by borrowing 
$12 million on long-term bank notes. Subsequently the company, to help finance 
the expansion of its system, issued and sold to the public through underwriters 
from time to time, additional bonds aggregating $150,500,000 in principal amount. 
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In 1946 the company issued 300,000 shares of 4.20 percent preferred stock in 
exchange for a like number of outstanding shares of $5, $6, and $7 preferred 
stock outstanding in the hands of the public, and redeemed the remaining shares 
of such stock by borrowing $7,600,000 on long-term bank notes. In addition, 
the company sold in 1950, 100,000 shares of 4.60 percent preferred stock for 
$10,006,000 in cash. Since 1947, Alabama Power Co. has also issued and sold 
to the Southern Co. 857,500 shares of its common stock for $85,750,000 cash. 

In connection with the acquisition of Birmingham Electric Co., merged into 
Alabama Power Co. in 1952, Alabama Power Co. issued 26,455 shares of its 
common stock in exchange for 529,122 shares of common stock of Birmingham 
Blectric Co. and issued 64,000 shares of its 4.20 percent preferred stock in 
exchange for a like number of shares of 4.20 percent preferred stock of Birming- 
ham Electric Co. Alabama Power Co. also assumed the then outstanding indebt- 
edness of Birmingham Electric Co., consisting of $10,180,000 of bonds and 
$1,125,000 of long-term bank notes. 

Thus, during the period from 1940 to February 25, 1959, Alabama Power Co. 
has issued and sold or exchanged the following securities : 


Bonds having an aggregate principal amount of. 
Preferred stock having a par value of 

Common stock for an aggregate cash consideration of 
Long-term bank notes aggregating 


In addition, Alabama Power Co. assumed $11,305,000 of debt of Birmingham 
BDlectric Co. and issued 26,455 shares of its common stock in exchange for common 
stock of Birmingham Electric Co., bringing the total value of all securities issued 
and assumed during this period to $401,624,000. This financing was done on the 
faith of the agreement of May 7, 1940, and Chairman Lilienthal’s statement of 
March 6, 1938. 

That same boundary line agreement is essential to the accomplishment by Ala- 
bama Power Co. of the financing required for the future. Plant additions of 
Alabama Power Co. for the years 1959, 1960, and 1961 will amount to $154,741,000 
for the 3-year period, not including the company’s 50-percent participation in the 
$150 million Southern Electric Generating Co. Our bond requirements for this 
period, that is 1958-61, will be $80,922,000. 

In addition, the company expects to obtain substantial amounts through the 
sale of its common stock to the Southern Co., the holding company (which in turn 
will sell its stock to the public), so that the common stock requirements for the 
4-year period will be $44,500,000. 

The total plant additions of Alabama Power Co. for the period 1959 through 
1968, including one-half of the Southern Electric Generating Co. plant, will 
amount to more than $691 million. 

H.R. 3460, as it passed the House, contains provisions which would, so far as 
Alabama Power Co. is concerned, preserve the boundary line between our oper- 
ations which has been so meticulously observed by both TVA and Alabama Power 
Co. Hnactment of such provisions into law would have a stabilizing effect on the 
ability of our company to meet the tremendous financial requirements of our 
present financial program which includes extensive river development on two of 
our river systems in Alabama. 

We earnestly and respectfully urge that any bill reported by your committee 
contain service area provisions which will give our company the protection 
given by the terms of H.R. 3460. 

Exursit No. 2 


[Released to Sunday papers, Mar. 6, 1938] 


TENNESSEE VALLEY AUTHORITY, 
Washington, D.C. 
(Issued in Washington exclusively) 


A comprehensive plan for a long-term adjustment of relations between the 
Tennessee Valley Authority and private power companies in the Southeast was 
proposed today by Director David E. Lilienthal, to whom the TVA Board some 
weeks ago delegated the responsibility of negotiating a basis for settlement. 

Mr. Lilienthal’s proposal provides for an integrated and economic distribution 
market, operated by appropriate local public agencies, adequate to absorb the 
entire TVA power output, which would be allocated as fairly as possible, in 
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accordance with the provisions of the law, among the various sections of the 
Tennessee Valley region. In broad outline, the plan contemplated that TVA 
will provide generation and transmission, and that local agencies will be respon- 
sible for distribution. In the proposed buying of properties the same general 
allocation of functions between the TVA and local agencies is suggested. 

The proposal includes the sale to the appropriate public agencies—city, power 
district, rural association, or TVA—of electric facilities owned by the power 
companies in northern Alabama, northeastern Mississippi, and substantially 
all of the State of Tennessee, including the cities of Memphis, Chattanooga, 
and Knoxville. The actual legitimate cost of the properties, less the deprecia- 
tion accrued since they were installed, is proposed as the primary basis for 
the price to be paid. In virtually all of this territory, the communities them- 
selves have held elections favoring establishment of their own electric distribu- 
tion systems and purchase of TVA power, or definite steps by the communities 
have been taken in this direction. 

In accordance with this program Mr. Lilienthal has already conferred with 
respect to the purchase of facilities in the Knoxville area and negotiations 
are also in progress in west Tennessee. The foregoing properties are part of 
the Electric Bond & Share system. In letters of March 4, to the presidents of 
the Mississippi Power Co., Alabama Power Co., and Tennessee Electric Power 
Co., and to the president of the Commonwealth & Southern Corp. which controls 
these operating companies, Mr. Lilienthal set out the basis of this plan and 
immediate negotiations to include properties owned by these companies were 
invited. 

In summarizing his proposal, Mr. Lilienthal said : 

“For approximately 5 years the Authority has been perfecting its plans for 
water control in the Tennessee River Basin. We now have reliable estimates 
of the present and future output of power which can be produced after the 
prior requirements of navigation and flood control have been met. Five years’ 
experience has also developed a fairly complete picture of the demand for this 
power as represented by contracts already concluded and requests for contracts 
with municipalities and county power associations, whose needs are given 
preference by the terms of the Tennessee Valley Authority Act. Most of the 
power which is now and will be available is needed to fulfill the power require- 
ments of these preferential nonprofit agencies. The proposal now advocated is 
based on a consideration of total power to be available and upon the expressed 
desires of local agencies for purchase of that power, and recognizes the economic 
importance of avoiding duplication of electric facilities. 

“Chiefly because of the disruptive effect of litigation against the TVA, no 
comprehensive adjustment has hitherto been possible. The plan which is now 
suggested will, I believe, serve as an appropriate basis for immediate negotia- 
tions, for the following reasons: 

“1. It is comprehensive and provides a long-time basis of adjustment upon 
which all parties can then make their plans for the future. 

“Here it is essential to bear in mind that only a definite and limited amount 
of power can be produced under the Authority’s plan for the unified develop- 
ment of the Tennessee River system, submitted to Congress in March 1936. 
That amount of power (present and prospective) is known, within narrow limits, 
and the facts pertaining thereto have been reported to Congress in public reports 
from time to time. Once a market is found for all of that power, with a rea- 
sonable reserve for expansion and increase within the region served, then the 
situation with respect to the power companies’ properties lying outside of such 
region becomes stabilized.’ 

“2. By providing for the sale of properties at a fair price, it makes it un- 
necessary for communities which have voted to use TVA power to construct 
competing and duplicate distribution facilities, and thereby protects the investor. 

“It has been repeatedly said that the communities in the Tennessee Valley 
and the TVA intend to pay grossly inadequate prices for any properties to be 


_1 Specifically, if the suggested plan met with the approval of all parties and were put 
into effect, it would mean that now and for the future all the power that the Authority 
can equitably allocate to Mississippi would be absorbed by the proposed purchase and 
present commitments; a similar situation would apply in Alabama and Tennessee. A 
limited amount of power would be available to Georgia in addition to present contracts. 
Upon completion of Hiwassee Dam in 1942 or 1943, a further definite amount would be 
available for Georgia and also a limited and definite amount in an area near that dam in 
North and South Carolina, provided, of course, public agencies in such areas called upon 
the Authority for contracts. Whenever power installation is made at Gilbertsville Dam 
. a of allocation of a definite amount of power to western Kentucky would 
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purchased, and that no fair price can be secured because the sales will be made 
under the threat of competition. That is not the fact. In order that this issue 
may be set at rest, I have included in the letters just sent to the several com- 
panies a suggestion on price, namely that the price be based upon the actual 
legitimate cost of the purchased properties, less the loss in value due to the 
fact that the property is no longer new; in other words, the actual legitimate 
cost less the accrued depreciation. 

“3. The proposal is consistent with the TVA’s obligations under the act of 
its creation and is therefore to be distinguished from plans which have been 
suggested from various sources ever since the Authority’s inception which 
violate the fundamental policies of the statute.” 


ExHIsiT No. 3 
[For release Feb. 24, 1940] 


TENNESSEE VALLEY AUTHORITY, 
Knozville, Tenn. 
ALABAMA PURCHASE 


The Tennesse Valley Authority has reached an agreement with the Alabama 
Power Co. for purchase of certain electric properties of the company in Colbert, 
Lawrence, Limestone, Morgan, Madison, Cullman, Marshall, J'ackson, DeKalb, 
Franklin, and Cherokee Counties in north Alabama, Gordon R. Clapp, TVA 
General Manager, announced today. J. A. Krug, Chief Power Engineer, and 
J. C. Swidler, Solicitor, represented the Authority in negotiating the purchase. 
The company was represented by J. M. Barry, vice president. 

The agreed purchase price for the properties is $4,600,000, to be divided among 
the Authority and the municipalities and cooperative associations participating 
in the transaction. Huntsville is the largest city included in the system to be 
purchased. 

As in previous purchases of privately owned electric systems, the Authority 
will acquire mainly transmission and substation facilities while the local mu- 
nicipal and cooperative agencies will purchase the distribution systems. 

The probable date for conveyance of the properties is May 1, 1940. 

This purchase is the final step in carrying out the plan for long-term adjust- 
ment of the relations between the Authority and privately owned utilities in the 
region, as outlined by Director David E. Lilienthal on behalf of the Board of 
Directors on March 6, 1988, Mr. Clapp said. Other purchases contemplated 
under this plan, notably acquisition of the Tennessee Electric Power Co. system 
and certain electrical properties in north Mississippi, were completed during the 
past year. 

Together with the present customers of the Authority and those to whom the 
Authority has made commitments, the facilities now being purchased from the 
Alabama Power Co. will provide a market for the power now being generated by 
TVA and that which will be made available by completion of projects in the near 
future. Not until the completion of Kentncky Dam, at Gilbertsville, Ky., in 
1945 or 1946 will the Authority have some additional power for sale. It is 
expected that this power can be sold in the region near Kentucky Dam. 

The facilities to be purchased in Alabama serve approximately 14,000 elec- 
tricity customers. They will provide TVA with a market for about 80 million 
kilowatt-hours annually, bringing in about $400,000 in revenues. 

The agreement excludes certain company properties including distribution 
systems in the municipalities of Fort Payne, Scottsboro, Guntersville, Albertville, 
Hartselle, Decatur, Courtland, and Russellville, all of which had constructed 
new systems after efforts to purchase the existing facilities had failed. It is 
understood that the company is negotiating separate deals with each of these 
municipalities and agreements have been reached with Decatur, Fort Payne, 
Seottsboro, and Hartselle. 

Transmission properties which are not essential to the Authority’s service 
are also excluded. Some transmission facilities in this area were purchased 
by the Authority in 1936, in accordance with an agreement negotiated with the 
Alabama Power Co. and other Commonwealth & Southern subsidiaries in 1933. 

The final contract for the purchase of the properties will be drawn after the 
TVA and the power company have concluded arrangements with the munici- 
palities and cooperative associations which plan to purchase the distribution 
properties. 
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ExHIBIT No. 4 
[Alabama Power Co. press release of Feb. 24, 1940] 


Thomas W. Martin, president of Alabama Power Co. today made the following 
statement: 

“Agreement has been reached with Tennessee Valley Authority, subject to the 
approval of State and Federal commissions, by which Alabama Power Co. is to 
sell to TVA and other public agencies certain of its production, transmission, and 
distribution facilities in north Alabama counties of Jackson, Madison, Lime 
stone, Lauderdale, Colbert, Lawrence, Morgan, Marshall, DeKalb, Cherokee, 
Cullman, and in portions of Franklin. The agreement was reached after many 
discussions with the hope of meeting, so far as practicable, the requirements of 
TVA for an exclusive area of operation in northern Alabama, adjoining its oper- 
ations in Tennessee. We feel that the company will, as to the remaining area in 
Alabama in which it operates, be able to carry on its business operations in a 
normal manner; and with the assurance given us by TVA, that this purchase is 
the final step in carrying out the plan for long-term adjustment of the relations 
between the Authority and privately owned utilities in the region, we can make 
plans for the future. 

“It was agreed by TVA that, so far as possible, the Authority would cooperate 
fully in an effort to place as many as possible of the employees in the area with 
the purchasing agencies. At the same time, it is the intention of the company 
to provide employment for some of its employees in other operations of the 
company. 

“While no definite time is fixed for the conclusion of the sale, it is anticipated 
that it will take place about the 1st of May.” 


ExnuisiT No. 5 


Some Excerpts From HEARINGS BEFORE A SUBCOMMITTEE OF THE COMMITTEE ON 
Pusiic Works, U.S. SENATE, APRIL 1957 


“TVA has carried out its responsibilities although its power service area has 
been almost completely stable, and I emphasize that, although its power service 
area has been almost completely stable for many years.” (P. 29, statement of 
Senator Hill.) 

“We favor continued TVA distribution of power in the area now served. We 
believe the present service area should not be expanded.” (P. 74, statement of 
American Farm Bureau Federation, by Matt Triggs.) 

“We favor continued TVA distribution of power in the area now served. We 
believe the present service area should not be expanded.” (P. 123, statement of 
Tom Hitch, president, Tennessee Farm Bureau Federation.) 


A LETTER TO THE Epiror From THoMAS W. MARTIN CONCERNING TENNESSEE 
VALLEY AUTHORITY, Marcu 24, 1959 


The following statement was addressed to the editor of the Bir- 
mingham News, by Thomas W. Martin, chairman of the board of 
directors, Alabama Power Co., in connection with the article of Mr. 
James Free which appeared in the News of March 22, 1959 con- 
cerning Tennessee Valley Authority, and was published in the 
issues of the Birmingham News of Wednesday, March 25, 1959: 


ALABAMA POWER Co., 
Birmingham, Ala., March 24, 1959. 
EDITOR, THE BIRMINGHAM NEws, 
Birmingham, Ala. 


Dear Srr: Mr. James Free’s article in the March 22 issue of the Birming- 
ham News is noted with much interest. To date the service area of Alabama 
Power Co. has been defined by a “gentleman’s agreement” between TVA and 
Alabama Power Co. This gentleman’s agreement has, without exception, been 
respected by TVA and ourselves since its making in 1940; its integrity has been 
maintained. The history of this gentleman’s agreement is given in the account 
attached to this letter. In the original hearings on Senate bill 1869 Senators 
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Hill and Kefauver expressed their views attached hereto (103 Congressional 
Record, p. 14196—August 9, 1957). 

However, some of the language in the proposed TVA self-financing bill could, 
at some future date, be construed as negating this agreement. 

The Alabama Power Co. and TVA enjoy a fine relationship. We have lived 
in peace with TVA for nearly 20 years. We have not sought their customers, 
nor have they sought ours. We have developed a cooperation with the Authority 
in operating procedures which is helpful to both of us. For many years Ala- 
bama Power Co. and TVA have exchanged large quantities of energy, with 
substantial benefit to both of us. We want and intend to remain at peace with 
TVA. 

The only reason that we have emphasized the importance of confining TVA 
to its service area is that the bill which has been introduced greatly enlarges 
that service area beyond the boundary established by the gentleman’s agreement 
of 1940. It will have the effect of extending by 4,240 square miles TVA service 
area into the area Alabama Power Co. is now serving 255,621 customers, or 42 
percent of all customers served by the company. The revenue derived by the 
company from the sale of electricity in that enlarged area in 1958 was over 40 
percent of the company’s total revenue for that year. It is apparent that this 
eould be disastrous to our company; and even though TVA did not in fact begin 
service in the area served by the company, the threat would seriously affect our 
ability to finance. 

The amendment proposed by Representative Vinson, of Georgia, defining the 
service area of TVA should have the effect of removing any basis of doubt raised 
by financing institutions—and the doubt always is raised—when we must go 
into the money market for funds with which to finance the greatly expanded 
generating and transmission facilities required to meet the electric power needs 
of industrial and other growth expected to take place in Alabama Power Co.’s 
service area. 

Our company has the obligation to build several dams and hydro powerplants 
on the Coosa River, over a period of 10 years, under the terms of an act of Con- 
gress of June 28, 1954, and of a license from the Federal Power Commission. 
On the Warrior River, likewise, we have a license from the Federal Power Com- 
mission to build a very large and important dam. 

In order to meet these commitments and provide the large amounts of power 
which must be created, our requirements for capital for 1959, 1960, and 1961 
will amount to over $154 million for the 3-year period. In addition are the re- 
quirements of Southern Electric Generating Co. for its large plant in Alabama, 
which, after all, is entirely invested in Alabama, bringing the total to cover 
$300 million, or about $100 million per year. 

All of this sum will come to rest in Alabama. It will represent not only a 
large increase in the source of taxes from property within the State and coun- 
ties where located, but also from the additional income taxable by both the State 
and Federal Government. 

In his article Mr. Free paraphrases statements of Representative Robert 
Jones of Alabama and Representative Cliff Davis of Tennessee to the effect that 
an amendment defining the boundaries of the TVA service area would “prompt 
private companies in nearby territory to raise their rates soon after the TVA 
yardstick is killed.” 

It is difficult to see how a clearly defined territorial boundary can be inter- 
preted to mean that its purpose is to “kill the TVA yardstick.” There is noth- 
ing in the Vinson amendment which remotely approaches this. Investor-owned 
electric companies cannot increase rates at will, but must present adequate 
justification to public service commissions composed of persons with the public 
interest at heart and elected by public vote. Alabama Power Co. has no plans to 
raise its rates and certainly will not be prompted to do so by such legislation. 
If at some time there is a readjustment of rates to meet future additional costs 
of wages and coal and supplies, that will come in a normal way irrespective of 
whether or not there is a limitation on the service area of TVA. In other words, 
we have always made every effort to meet additional costs of the business by 
taking advantage of all the technological improvements which come along in due 
course, and will continue to do so. 

The purpose of this letter is not to be critical of Mr. Free’s report nor to 
engage in controversy; we merely want to invite attention to what seems to 
have been an erroneous conclusion. 

I am sure that all Alabamians recognize fully the benefits to be derived by 
Alabama as a result of the tremendous investments we have mentioned. Your 
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recognition of its importance was evidenced by the prominent treatment you 
gave our program in the annual review section of your issue of January 4. 
Your understanding of the problem enables you to appreciate the importance of 
the Vinson amendment from the financing point of view, and also from the view- 
point of Alabama’s future growth. 

I am sending a copy of this letter to Mr. Free, as well as to Mr. Jones and 
Mr. Davis. 

Yours very truly, 


THos. W. MARTIN, 
Chairman of the Board. 


HISTORY OF GENTLEMAN’S AGREEMENT BETWEEN TVA AND ALABAMA POWER CO. 
CONCERNING SERVICE AREA BOUNDARY 


Alabama Power Co. entered into an agreement with TVA, dated May 7, 1940, 
providing for the sale to TVA of the company’s electric properties, franchises, 
and easements in 11 counties and portions of 2 other counties in north Ala- 
bama. Out of that contract and the public statements of the parties involved, 
there grew a definition of the respective service areas of TVA and Alabama 
Power Co. in Alabama; and ever since, the boundary line between the two areas 
has been meticulously observed by all concerned. In a public statement of Di- 
rector Lilienthal dated March 6, 1938, it was said: 

“A comprehensive plan for a long-term adjustment of relations between the 
Tennessee Valley Authority and private power companies in the Southeast was 
proposed today by Director David FE. Lilienthal, to whom the TVA Board some 
weeks ago delegated the responsibility of negotiating a basis for settlement. 

“The proposal now advocated is based on a consideration of total power to 
be available and upon the expressed desires of local agencies for purchase of 
that power, and recognizes the economic importance of avoiding duplication of 
electric facilities. 

“The plan which is now suggested will, I believe, serve as an appropriate 
basis for immediate negotiations, for the following reasons: 

“1. It is comprehensive and provides a longtime basis of adjustment upon 
which all parties can then make their plans for the future.” 

“Specifically, if the suggested plan met with the approval of all parties and 
were put into effect, it would mean that now and then for the future all the 
power that the Authority can equitably allocate to Mississippi would be absorbed 
by the proposed purchase and present commitments; a similar situation would 
apply in Alabama and Tennessee.” 

“2. By providing for the sale of properties at a fair price, it makes it unneces- 
sary for communities which have voted to use TVA power to construct compet- 
ing and duplicate distribution facilities, and thereby protects the investor.” 

The next statement to which attention is called to that of TVA dated February 
24, 1940, from which the following is quoted: 

“This purchase is the final step in carrying out the plan for long-term ad- 
justment of the relations between the Authority and privately owned utilities in 
the region, as outlined by Director David KE. Lilienthal on behalf of the Board 
of Directors on March 6, 1938, Mr. Clapp said.” 

And in a statement of Thomas W. Martin, then president of Alabama Power 
Co., dated February 24, 1940, this excerpt is taken: 

“We feel that the company will, as to the remaining area in Alabama in which 
it operates, be able to carry on its business operations in a normal manner; and 
with the assurance given us by TVA, that this purchase is the final step in car- 
trying out the plan for long-term adjustment of the relations between the Au- 
thority and privately owned utilities in the region, we can make plans for the 
future.” 

These considerations, therefore, practically determined the location of the 
boundary line as it now exists, upon the faith of which our securities have been 
sold to investors, in large amounts, nationwide, and our system greatly en- 
larged and expanded, during the 20 years the agreement has been in effect. 


SENATE BILL 1869—EXCERPTS FROM CONGRESSIONAL RECORD 


“Mr. Keravver. Mr. President, we would not want to have any Senators get a 
false impression about how the TVA has been operated or about the aims of the 
TVA. The testimony shows that throughout many years the TVA has operated 
on a friendly and harmonious basis with private power companies on the per- 
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imeter of its area, and there have not been any efforts by the TVA to expand into 
other territory. The private companies have gotten along all right with TVA. 

“It is not now the intention of the TVA, and it never has been, to extend into 
the white area shown on the map. I assure the Senator that was the testimony 
before the committee” (103 Congressional Record, p. 14195, Aug. 9, 1957.) 


* * * * * * et 


“Mr. Hitz. I do not want to see this power sold by the TVA outside this area. 
The power is distributed by municipalities and REA cooperatives—approxi- 
mately 98 municipalities and some 53 cooperatives” (103 Congressional Record, 
p. 14196, Aug. 9, 1957). 


* * * * * * * 


THOMAS W. MARTIN. 
Marcu 24, 1959. 

Senator Cooper. Senator Kerr, we have Dr. W. H. Bryant and Mr. 
Cecil Wilson, who are here to represent the city of Glasgow, Ky. 


I might say that Glasgow is included in the House bill. May I 
present first Dr. Bryant. 


STATEMENT OF DR. W. H. BRYANT, CHAIRMAN, LOCAL PLANT 
BOARD, GLASGOW, KY. 


Dr. Bryant. Mr. Chairman and members of the committee, I am 
deeply grateful for the privilege of being here. 

I - a physician, and chairman of the local plant board at Glas- 
gow, Ky. 

Glasgow is a city of approximately 9,000 population in south cen- 
tral Kentucky, and surrounded on three sides by Tennessee Valley 
Authority consumers. We in the city are supplied with Tennessee 
Valley Authority power distributed by private utilities operating 
without a franchise in the city since 1932. 

Early, our citizens recognized the great things that were being done 
socially, economically, and educationally by the Tennessee Valley Au- 
thority for the people. 

In 1937, negotiations began with the Tennessee Valley Authority 
for power and at that time a local referendum vote was held for the 
acquisition of the local system and that vote carried by a plurality of 
approximately 2 to 1, but it was voided by the State court of appeals 
on a technicality in the engineer’s report. 

We have been in negotiation with and are at present negotiating 
with the Tennessee Valley Authority for the acquisition of the local 
system of Glasgow. TVA lines cross several areas within our county, 
that is one reason, and also because the economy of our city has suffered 
from lower rates for power in the areas surrounding us, and also 
because we feel there would be no additional costs or expenditures for 
this extension of service, and so therefore we feel we should be al- 
lowed to complete our negotiations with the Tennessee Valley Au- 
thority; and in closing I want to say that we stand for the principle 
of TVA, because we firmly believe it is in the best interests of and 
for the best service of the people. 

Senator Kerr. Thank you, Dr. Bryant. 

Any questions ? 

Senator Coorer. Dr. Bryant, I believe you indicated to me that you 
intended to file on behalf of the city, a detailed statement of the 
negotiations that have taken place for the acquisition of Tennessee 
Valley Authority power. 





52 REVENUE BOND FINANCING BY TVA 


Mr. Bryant. Yes, sir; I wish to file a statement with a map. 


Senator Kerr. Thank you very much, Doctor. That statement 
will be filed. 


(The statement referred to follows :) 


PusBLIc WorKS COMMITTEE, 
U.S. Senate, Washington, D.C. 


GENTLEMEN: We represent Glasgow, a city of some 9,000 population located 
in Barren County in south central Kentucky. 

We have lived virtually within the area of TVA since its beginning. We have 
seen the tremendous benefits caused and brought about by it directly to the 
people in a suppressed and depleted area, and indirectly, its tremendous economic 
benefits to the advancement of other and greater parts of the United States 
through and by way of industry, manufacturing, and employment interests of 
people generally throughout the United States. 

The Kentucky Utilities Co. owns the electric distribution system in Glasgow 
and retails electric power to the people of Glasgow over its own distribution 
system, without having had a franchise in Glasgow since about 1932. This elec- 
tric power distributed by the Kentucky Utilities is taken from a 69,000-volt line of 
the Tennessee Valley Authority located approximately 3 miles south of Glasgow 
in Barren County. The electric power used in Glasgow is and has been for 
several years furnished by TVA. 

Glasgow is surrounded, and has been for several years, on three sides by 
TVA. TVA serves Edmonton and Summer Shade in Metcalfe County on the 
east; Tompkinsville and Monroe County on the southeast; Scottsville and Allen 
County and the southern portion of Barren County on the south; Bowling 
Green, Warren County, Barren County, including Park City, Brownsville, and 
Edmonson County, including Mammoth Cave, on the west and northwest. TVA 
also serves Grayson County, which is a considerable distance northwest of 
Glasgow. 

In 1936 or 1937 a committee of the City Council of Glasgow, seeking TVA 
power for Glasgow, went to Knoxville and had a conference with Mr. Lilienthal, 
the Director of TVA. The committee was informed that TVA would not retail 
electric power but would sell it to a distributor for resale to its consumers. The 
committee was further informed that TVA would not go into a town where a pri- 
vate utility company had a franchise and that TVA would take no part in en- 
couraging municipalities to acquire their own distribution systems, but that if 
a municipality owned its own distribution system, TVA would then consider 
the possibility of furnishing the wholesale electric power needed. 

At the regular election in November 1937, Glasgow caused a referendum to 
be held on the question of the city acquiring or constructing its own electric 
distribution system. The vote was approximately 2 to 1 in favor of the city 
acquiring and/or constructing its own electric distribution system. The litiga- 
tion following this referendum resulted in the appellate courts deciding that 
the election was void due to the insufficiency of the engineer’s report. 

Immediately following, and continually thereafter, Glasgow has made appli- 
cations and numerous inquiries to TVA seeking its wholesale electric power. 

In January 1958, a new mayor and city council came into office, having been 
elected on the platform or promise that they would try to secure TVA electric 
power for the people. 

Immediately the city took the necessary steps to create and bring into being 
the Electric Plant Board of the City of Glasgow. This electric plant board 
started at once to take the necessary steps, as provided by the Kentucky statutes, 
for the city to acquire the distribution system. The electric plant board is now 
about one-half of the way through this statutory procedure. The electric plant 
board, immediately after its creation in January 1958, made application to 
TVA for electric power. 

In addition to the distribution of TVA power surrounding the Glasgow area, 
as above outlined, TVA also has two 69,000 volt transmission lines running 
east and west across Barren County. One of these lines is located about 3 
miles south of Glasgow, Ky., it being the one from which electric power is now 
taken for the city of Glasgow. 

The retail electric rates in the territory served by TVA surrounding Glasgow 
are about one-half to one-fourth as great as the retail rates now are in Glasgow. 
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Glasgow should not be excluded from receiving electric power from TVA for 
the following reasons: 

1. Glasgow is suffering economically by reason of industry and businesses 
selecting its neighboring cities for location due to the tremendous deferential 
in electric rates. 

2. Glasgow is a sort of peninsula surrounded on three sides by TVA in ad- 
joining counties and even in its own county of Barren. 

3. Glasgow has been pressing the negotiations with TVA for electric power 
since 1936. 

4. TVA is now, and has been for a number of years, supplying the electric 
power which is consumed in Glasgow. 

5. It would involve no additional costs or expenditure of money for TVA 
to serve the Glasgow municipal electric distribution system because the necessary 
transmission lines and connections are already in existance. 

6. The electrical program for the city of Glasgow is built entirely around the 
premise of securing its wholesale electric power from TVA. 

We hereby enter this testimony to protect these above-mentioned interests 
and economic advancement to our country and to protect our own local long- 
standing negotiation with TVA for wholesale electric power for Glasgow. 

Very sincerely yours, 
W. H. Grissom, 
Mayor of Glasgow. 

Senator Kerr. Mr. Wilson, did you wish to make an additional 
statement ? 

Mr. Wirson. Yes; thank you, Mr. Chairman. 


Senator Kerr. You muy go right ahead. 


STATEMENT OF CECIL C. WILSON, ATTORNEY, GLASGOW, KY. 


Mr. Witson. Mr. Chairman, that statement that was just put in 
the record was the statement of the mayor of Glasgow, Mr. Grissom, 
showing our position. I would be glad if the committee could see 
this map, because it very readily shows the position of Glasgow, that 
is, that TVA is surrounding us on three sides and, in addition to that, 
Tennessee Valley Authority current is being used in Glasgow and 
has been for a number of years. 

However, it is distributed by a private utility. There will be no 
extra cost in serving Glasgow with TVA power because they already 
have the connections, the transmission lines are within about 3 miles 
south of us, as this map will show, and we have been in negotiation 
with them since, actually, 1936, a conference that we had with Mr. 
Lilienthal. At that time, I was city attorney, so I happen to know 
about that. 

And in 1937, as Dr. Bryant said, we had a referendum vote for it, 
and at that time we were told by Mr. Lilienthal that we would have 
to own our own distribution system, that TVA would only furnish 
wholesale, and since then we have been in litigation and we now 
have set up an electric plant board, and that was sometime in 1958, 
and Dr. Bryant was the chairman. 

We are about halfway through our procedure, as set out by the 
Kentucky statute as to the method by which to acquire the distri- 
bution system, the Kentucky statute governing that method—as I 
say, we are about halfway through that procedure. We started in 
= 1958 and we are going through the appraising stage and all of 
that 

Senator Kerr. All right, Mr. Wilson. Thank you, sir. 
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Senator Cooper. Mr. Chairman, I have know both Dr. Bryant and 
Mr. Wilson for many years, and I am glad they have had a chance 
to testify and that the committee has heard them. 

Senator Kerr. Thank you very much. 

Senator Coorrr. Now Seren the city of Monticello, Ky., we 
have present today the mayor of Monticello, Mr. Carl Shearer; Mr. 
Richard Lee, chairman of the electric board; and Hon. Parker Dun- 
can, former member of the Court of Appeals of Kentucky. 

Senator Kerr. Who will be the spokesman for this group? 

Senator Coorrr. I will ask Judge Duncan to be. 

Mr. Chairman, Monticello is not included in the House bill. Mont- 
icello is the county seat of Wayne County, Ky. I know it well; it 
adjoins my own county, Pulaski County. At one time I was the 
circuit judge in the judicial district which included Wayne County, 
and I know it very well. 

Wolf Creek Dam, which now furnishes power to the Tennessee 
Valley Authority, lies in part in Wayne County, and the acquisition 
- land for that dam took a great portion of the best land in Wayne 

ounty. 

I will now defer to Judge Duncan. 

Senator Kerr. We are delighted to have you, sir. 


STATEMENT OF PARKER DUNCAN, ON BEHALF OF THE CITY OF 
MONTICELLO, KY. 


Mr. Duncan. Mr, Chairman and gentlemen of the committee, may 
I preface my remarks by stating that I have enjoyed a long and very 


pleasant friendship with the distinguished Senator from Kentucky. 
Although we are members of different political parties, I join with 
all Kentuckians in recognizing the tremendous force which he has 
given in the greatest deliberative body in the world, and I recog- 
nize that he has been a great contributor to TVA. 

Monticello owns its own distribution system. That is an accom- 
plished fact as far as Monticello is concerned, and was acquired in 
January of 1954 with the view of ultimately attaining low-cost pow- 
er through the Tennessee Valley Authority or some other source. 

Immediately after the system was acquired, negotiations were 
commenced with a view of obtaining TVA power, both with the 
Authority in Chattanooga and with various Members of Congress 
that we worked with, Senator Barkley, and we worked with Sen- 
ator Clements and we worked with Senator Cooper, and we have 
had magnificient cooperation from all of them. 

Presently Monticello is, through its own distribution system, dis- 
tributing electricity purchased from a private utility as a whole- 
saler. That arrangement is one which is terminable at will and the 
city is in position to terminate the arrangement with its present 
wholesaler at any time. 

I may say this, that without undertaking to compare the city of 
Monticello with other towns in or out of the provisions of the Vin- 
son amendment, I feel that Monticello perhaps is in a position that 
is peculiar in this respect, that when Wolf Creek Dam was con- 
structed, some 30,000 acres of land in Wayne County were covered. 
constituting actually the finest land in the country. 
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That land in its last year of production produced an income of 
$2,250,000, representing one-tenth of the annual bank clearings in 
that county. The land which was taken and which represents that 
tremendous economic portion of the county, is now producing elec- 
tricity which has gone into the TVA system and is now serving other 
communities and other areas. 

Monticello feels that it ought to be included and ought to be per- 
mitted to receive the TVA power. ; ; 

And I may say that although we hope in the event we are included 
that the necessary expenses will not be borne by the city, that the 
city is in the position to make its own connections with the facili- 
ties of TVA with no cost to the Government, if that becomes neces- 
sary. 

Drtimates have been made by engineers of the Tennessee Valley Au- 
thority that the cost of that investment to the city would amount 
to about one-half mill per kilowatt-hour amortized over a period of 
20 years. 

The city is now paying more than twice the wholesale rate at 
which the Tennessee Valley Authority is serving its distributors, the 
distributors who are receiving power from TVA. 

I believe that concludes my statement. 

Senator Kerr. Thank you very much, Mr. Duncan. 

Any questions? 

Senator Coorer. Mr. Duncan, I believe you have made the state- 
ment that Monticello has acquired its own distribution system ? 

Mr. Duncan. January 1, 1954. 

Senator Coorrer. And its arrangements for the purchase of pow- 
er are terminable at will? 

Mr. Duncan. That is correct. 

Senator Cooper. And how far from Monticello is a wheeling station 
of TVA? 

Senator Kerr. Substation. 

Senator Coorrr. Substation. How far is it from Monticello? 

Mr. Duncan. The TVA lines, and I am only being approximate, are 
within some 6 miles. The TVA engineers have indicated, however, 
that the most practical way for a connection between the lines of the 
city and TVA is in the vicinity of some 20 miles; for some technical 
reasons, they suggested that perhaps it would be the most practical 
way of connecting, although within some 6 miles of the city there are 
powerlines. 

Senator Coorer. I believe you have indicated that if it became 
necessary the city of Monticello is prepared to bear the cost of con- 
structing the connecting facilities? 

Mr. Duncan. Correct. 

Senator Coorer. How large is Monticello? 

Mr. Duncan. Monticello has a population of 3,000 within its pres- 
ent limits, and I would say that within the area which is generally 
considered the city, the population is some 5,000 or 6,000. 

Senator Coorrr. Mr. Chairman, I would like to make this note for 
the record : 

That in addition to those who are appearing here today and others 
in Monticello, the former mayor now dead, Mr. Breeding, worked for 
many years in this matter to enable Monticello to acquire its distribu- 
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tion system, and TVA power. He deserves a great credit for his 
work. 

Senator Kerr. Yes; and thank you very much. 

Would any of the gentlemen with Mr. Duncan like to make a state- 
ment ? 

Mr. Shears, do you want to participate in Mr. Duncan’s statement 
or make one of your own? 


STATEMENT OF CARL SHEARS, MONTICELLO, KY. 


Mr. Suears. I don’t believe I care to. I believe, Mr. Chairman, 
a Duncan has stated our position very clearly, as far as Mon- 
ticello. 

In Monticello we feel, since we have owned our system for the last 5 
years, and we paid for it $225,000, paying over a period of 20 years, 
that we have made substantial gains in our financial position, to 
where the Tennessee Valley Authority officials tell us that we are in 
position where we can enter into a contractual arrangement with them 
and go ahead under the circumstances that now exist. 

So I think that the people we have there in Monticello are deserving 
of this low-cost power, inasmuch as we have given so much, over 
30,000 acres of our best soil, our best land—and many of our land- 
owners in that area found it necessary to go elsewhere, to find farms 
and to relocate. 

We are in the middle of this Wolf Creek Reservoir or Lake Cumber- 
land, so we are not helped too much by the tourist trade because if 
they come to the north they stop to the north of the lake, Senator 
Cooper’s town, and if they come south they stop at Dale Hollow Reser- 
voir—so we don’t have anything much from the tourist trade, not any- 
where enough to compensate for the loss of our farmlands and the 
reduction in population by people moving away, and so forth. 

So I think in all seriousness we hope you will proceed and consider 
including us in the Vinson amendment so that we, too, can receive this 
low-cost power that we feel we are entitled to. 

Senator Kerr. Thank you very much. 

Mr. Lee, do you have anything to add ? 


STATEMENT OF RICHARD LEE, MONTICELLO, KY. 


Mr. Ler. Thank you, Mr. Chairman. 

Monticello has endeavored hard to secure Tennessee Valley Au- 
thority services, starting some time ago, back in 1952, and they had 
to fight for the purchase of a plant and it was necessary to carry it 
through the various courts to overcome the resistance to that, and 
following that they hoped that they would be able to get to TVA, 
which they never have. 

But the real reason why I think the people of Monticello think 
they should be able to get TVA power is the same reason that these 
two gentleman have given: that the waters from Wolf Creek Reservoir 
took around 30,000 acres of land which were the best of our farmland, 
the best creek-bottom land that we had, and we lost the taxation from 
that, and the business people of Monticello lost the business of those 
people who had lived there and who had owned those farms. 
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And therefore, I think that Monticello has a right to ask for and 
face anybody with this, because they have had to give up so much and 
lose so much. 

Senator Kerr. Thank you, Mr. Lee. Thank all of you gentlemen. 

Senator Cooper, do you have another witness ? 

Senator Coorrer. Mr. Chairman, I have Mr. Charles M. Steward, 
of Bowling Green, Ky, manager of the Warren Electric Cooperative 
Corp. Hes here. 

Senator Kerr. We are delighted to have you, Mr. Stewart. 


STATEMENT OF CHARLES M. STEWART, MANAGER, WARREN 
ELECTRIC COOPERATIVE CORPORATION, BOWLING GREEN, KY. 


Senator Kerr. You may go ahead, Mr. Stewart. 

Senator Corrrr. If you will pardon me, Mr. Arden, counsel for the 
Rural Electrification, was also going to be present. 

Mr. Srewarr. Mr. Arden had to leave, but he will be back shortly, 
I understand. 

Senator Kerr. Do you havea statement, Mr. Stewart ? 

Mr. Stewart. Yes, sir. 

Senator Kerr. You may go ahead. 

Mr. Stewart. Mr. Chairman and gentlemen of this committee, I 
appreciate the opportunity to express the concern of our organization 
over the Vinson amendment that was included in the House bill. 
For brevity, I believe it would probably be better for me to read my 
prepared statement than to try to cover it otherwise. 

Senator Kerr. Proceed in your own way, sir. 

Mr. Srewart. Thank you, Mr. Chairman. 

My name is Charles H. Stewart, and I am the manager of the War- 
ren Rural Electric Cooperative Corp., of Bowling Green, Ky. 

Our cooperative serves approximately 17,000 consumers with TVA 
power in the south central part of Kentucky. Our service area com- 
prises all or part of the rural section of the following counties: War- 
ren, Simpson, Butler, Logan, Ohio, Grayson, Edmondson, and Barren. 

I am appearing before this committee to request that if additional 
territorial limitations are to be written into the TVA bill, that it be 
something less vague and more realistic than that passed by the House 
of Representatives. 

T should like to explain to the committee the consequences that could 
result to our cooperative under the House bill territorial limitations. 

All of our consumers are served with TVA power with the south 
section being served from transmission lines of TVA, and the north 
section being served from substations owned by TVA but served 
from the transmission lines of the Kentucky Utilities Co., through 
an interchange agreement between that company and TVA. This 
agreement was entered into in March 1951 and expires in 1961 unless 
renewed. 

We have a delivery point at Leitchfield, Ky., in Grayson County, 
and at Rosine in Ohio County under this interchange agreement. 
From these two delivery points we serve approximately 4,000 con- 
sumers with TVA power. 

Should the territorial limitations of the House bill be enacted into 
law, the Kentucky Utilities Co. could refuse to renew the interchange 
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agreement and at the same time contend under the Vinson amend- 
ment that this section of our system is not TVA service area since 
TVA does not have any transmission lines or other facilities in the 
area except the substations which serve us from Kentucky Utilities 
Co.’s transmission lines. 

Although we feel sure it was the intent of the House Public Works 
Committee or the House of Representatives not to exclude this section 
of our system from the TVA service area, we certainly have a right 
to expect that this utility company would try to read that interpreta- 
tion into the law based upon previous actions and experience of others 
in Kentucky, and I might cite the Paducah case in which through 
legal maneuvering and delay they still own the distribution system of 
that city even though they entered into an agreement to sell it several 
years ago. 

Should the Kentucky Utilities Co. fail to renew the interchange 
agreement, which expires in 1961, and at the same time temporarily 
restrain TVA from extending its facilities to serve us in that area, 
we would have no choice but to purchase power from them at about 
twice our present wholesale cost. 

We do not believe that the utility company would be ultimately 
successful in such a restraining order but our organization, which 
serves a predominantly rural area, is not in financial position to en- 
gage in long legal battles with the Kentucky Utilities Co. 

ur loads in this area are growing at the rate of approximately 15 
percent per year. Our engineering studies anticipate the need of an 
additional power source approximately midway between the two 
present substations in this area. The same transmission line of the 
utility company, which serves these two present sources could serve 
the anticipated substation without any extension of facilities. 

The wording of the Vinson amendment would seem to prohibit an 
additional interchange agreement between TVA and Kentucky Util- 
ities Co. even if it should be agreeable with the company. 

The Kentucky Utilities Co. required that we enter into a territorial 
agreement with them as a condition for entering into an interchange 
agreement between them and TVA. 

We signed an agreement with the utility company on January 1, 
1951, which provides for automatic renewal unless canceled by 3 
years’ prior notice. This agreement provides that neither party shall 
serve a consumer which has been served by the other and sets forth 
the territory of each party. 

Additional protection is provided since both we and the utility 
company are under the jurisdiction of the Kentucky Public Service 
Commission. 

We fail to see why any additional territorial limitations should be, 
or is needed to be, placed upon TVA or its distributors, for TVA has 
not extended or attempted to extend its territory for many, many 

ears. 
, The proposed self-finance bill will not provide any excess capacity 
over and above the anticipated internal growth of the present TVA 
service area; therefore, under the provisions of the self-finance bill, 
no expansion could be possible. 
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At the same time it seems more logical that some protection should 
be given to the TVA service area from invasion by the commercial 
utilities company. The attempted invasion by the Dixon- Yates Co. 
is still fresh in our minds, and a law such as has passed the House 
of Representatives would certainly encourage and foster additional 
invasion attempts. 

Gentlemen of this committee, if additional territorial limitation 
must be placed into this self-finance bill, we should like to ask that 
you please clarify the language whereby those being served by TVA 
power either directly or through an interchange agreement will not 
be deprived of it and so that a distributor of TVA power will not be 
required to defend its right in courts because of vagueness of the 
law. 

Thank you, Mr. Chairman and gentlemen of the committee. 

Senator Kerr. Thank you very much, Mr. Stewart. 

Are there any questions ? 

Senator Cooper. Mr. Stewart, is it not true that your co-op is now 
being supplied by Tennessee Valley Authority power ? 

Mr. Stewart. That is correct. 

Senator Coorrr. And part of the power comes over TVA transmis- 
sion lines and part over KU transmission lines? - 

Mr. Stewart. That is true. We are on the fringe area of TVA. 

Senator Coorrr. And one of the questions that you would like for 
this committee to determine is whether, if your co-op and Kentucky 
Utilities should not renew your contract, whether your co-op would 
then be permitted to secure power directly from TVA over its trans- 
mission lines? 

Mr. Srewart. That is true. We are not party to the contract be- 
tween KU and the Tennessee Valley Authority, except we were re- 
quired to enter into an agreement on the territorial, which we did. 

Senator Cooper. Another question you have raised is whether the 
language in the House bill will permit your co-op to secure addi- 
tional TVA power needed for its growth. 

Mr. Stewart. That is true. 

Senator Cooper. And you have also raised the question as to 
whether the provisions in the House bill relating to interchange of 
power would limit in any way the co-ops now being served either 
geographically or in point of their growth? 

Mr. Stewart. Yes, sir. Under the provisions of the Vinson 
amendment as written, we certainly feel it would be questionable as 
to whether we could obtain or whether TVA could obtain another 
power source in that area from their transmission lines even though 
that company might be agreeable, because it says July 1, 1957. 

Senator Cooper. I might say, Mr. Chairman, that the representa- 
tives from the Kentucky Utilities Co. will testify tomorrow. 

Senator Kerr. All right, we will be glad to hear them tomorrow. 
Thank you very much, Mr. Stewart. 

Now we come to our witnesses from the Bureau of the Budget. 
Mr. Staats, will you come forward and bring your gentlemen with 
you. 


42058— 59——5 
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STATEMENT OF ELMER B. STAATS, DEPUTY DIRECTOR, BUREAU OF 
THE BUDGET; ACCOMPANIED BY CARL H. SCHWARTZ, CHIEF. 
RESOURCES AND CIVIL WORKS DIVISION ; AND ARTHUR B. FOCKE, 
GENERAL COUNSEL 


Senator Kerr. Will you identify yourself for the record and the 
gentlemen with you, Mr. Staats? 

Mr. Staats. Yes,Mr.Chairman. I have with me Carl H. Schwartz. 
Chief of the Resources and Civil Works Division and Arthur RB 
Focke, General Counsel. 

Senator Kerr. We are delighted to have you gentlemen here. We 
have a high regard for them. 

Mr. Sraats. Mr. Chairman, I have a prepared statement. 

Senator Kerr. You may read it. 

Mr. Sraats. If you will pardon me for making a personal note, | 
cannot testify from as many years of Government and other experi- 
ence as some of the distinguished gentlemen who preceded me but | 
would like to say that over a period of some 20 years in the Govern- 
ment it has been my privilege to work very closely with the personne] 
of the TennesSee Valley Authority, and I have had an opportunity to 
observe the very fine quality of their work—they are very dedicated 
and very competent—and to see something of the fine work that has 
been done in the Tennessee Valley Authority area. 

Senator Ranpo.pu. Could I interrupt? 

Senator Kerr. The Senator from West Virginia. 

Senator Ranpoten. Thank you, Senator Kerr. It is appropriate 
to say that recently I have received complaints concerning the pur- 
chasing policies within the Tennessee Valley Authority with refer- 
ence tocoal. This matter is being checked. 

Mr. Sraats. My testimony this morning, Mr. Chairman, will consti- 
tute a reply to the committee’s letter of May 19 asking for the views 
of the Bureau of the Budget on the legislation before this committee. 

I think that I would like to say also that the President has recom- 
mended revenue bonds to finance the Tennessee Valley Authority for 
the past several years; in the budget message for the fiscal year 1960 
there is contained the following paragraph: 

I again urge the Congress to take action early in this session to authorize the 
sale of revenue bonds by the Tennessee Valley Authority in order that the 
Authority may meet its needs for generation facilities. 

This budget therefore includes a supplemental authorization for 
fiscal year 1959 of $200 million under the proposed revenue bond 
legislation. 

Now, there will be available to the Tennessee Valley Authority, as 
I think you are aware, some $72 million to expand existing generating 
facilities in the area out of revenues which have been generated by 
the TVA. 

However, I think that we are in agreement with the officials of the 
Tennessee Valley Authority, to the effect that in the season 1962-63 
there will be a need for additional generation over and above that 
which they expect to be able to provide out of revenue. 

This means that unless satisfactory legislation can be enacted in the 
near future along the lines of this bill, it would be necessary to provide 
for these additional generating facilities through direct appropriation. 
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Mr. Chairman, I think that it is unnecessary for me to emphasize 
the serious fiscal and budgetary problems we are facing. These are 
very real. I believe that the Secretary of the Treasury and the Di- 
rector of the Budget will appear tomorrow before the House Ways 
and Means Committee in support of the President’s message which he 
sent to the Congress yesterday asking for a revision in the debt ceil- 
ing. I think you are aware also of the serious fiscal problems that we 
are trying to deal with in the current fiscal year. 

I mention this only because I think the major amendments which 
we will offer here to this bill today all relate to the matter of preserv- 
ing orderly fiscal control for the Government. We think that is very 
fundamental and very important and we do not think they in any 
sense hamper the purpose of the bill or the intent of this bill which the 
committee now has before it. 

In fact, I would like to go further and say that the amendments 
which we are proposing if adopted would preserve for the Tennessee 
Valley Authority greater freedom and greater flexibility from the 
standpoint of central supervision and control than they now are faced 
with under existing legislation. And now, if I may, I would like to 
turn to the specific amendments which we would propose and then I 
would be happy to answer any questions the committee may have. 

The first of these amendments pertains to the power service area. 
The language on page 2, lines 18-21, provides authority for exchange 
power arrangements with other utility systems when economically 
feasible. 

Senator Kerr. Pardon me, sir, but are you referring to S. 931 or 
to H.R. 3460? 

Mr. Sraats. My references, Mr. Chairman, are to H.R. 3460. 

Senator Kerr. All right. 

Mr. Sraats. Which we were asked to comment on by the committee. 

Since there are also power generating organizations, such as the 
Aluminum Corporation of America, which are not utility systems, 
with which the TVA now has interchange arrangements, the TVA 
has suggested that the accompanying language be substituted: 
except to other power generating organizations when found by the Corporation 
to be economically feasible to obtain mutual operating economies. 

We believe that this change would be in the interest of both TVA 
and other power generating organizations. This conforms with the 
— now followed in power engineering by providing the authority 
by which the power generating facilities of different organizations 
may be interchanged when circumstances so justify. 

The definition of the power service area of TVA contains on page 
3 the following language: 


Provided further, That nothing herein contained shall prevent the transmission 
of TVA power to the Department of Defense or any agency thereof, on a certifi- 
cation by the President of the United States that an emergency defense need 
for such power exists. 

It is recommended that the language “Department of Defense or 
any agency thereof” be deleted and that “United States or agencies 
thereof” be substituted in lieu thereof. This would meet an objection 
of the Atomic Energy Commission that its future needs should be 
placed on the same basis as those of the Department of Defense. 
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2. Restoration of budget control provisions of the Government 
Corporation Control Act: H.R. 3460 contains language which states 
that the issuance and sale of revenue bonds shall not be subject to 
the requirements or limitations of any other law. The principal law 
affected is the Government Corporation Control Act of 1945. This 
bill also repeals title II of the Government Corporation Appropriation 
Act of 1948 which includes the following provision : 

None of the power revenues of the Tennessee Valley Authority shall be used 
for the construction of new power producing projects (except for replacement 
purposes) unless and until approved by act of Congress. 

We are in agreement with the repeal of the above quoted language 
but recommend deletion of the language exempting the issuance and 
sale of TVA revenue bonds from the requirements or limitations of 
any other law. To clarify this feature of the bill, we propose the in- 
clusion of more comprehensive new language which we believe wil! 
adapt the provisions of the Government Corporation Control Act of 
1945 to the requirements for budgetary and congressional approval 
under the revenue bond provisions of this bill. The amendments 
which we propose would make clear that the use by TVA of bond 
proceeds or power revenues for the construction of a new power-pro- 
ducing project, as well as for the expansion of an existing project. 
would be reviewed under the regular budgetary procedures prescribed 
for wholly-owned Government corporations under the Government 
Corporation Control Act of 1945. 

The inclusion of this amendment is essential for several reasons: 

1. In spite of the fact that new power construction will be finance« 
in considerable part from revenue bonds, these proceeds for years to 
come will represent only a fraction of the total investment by the 
Federal Government in TVA power generating and transmission 
equipment. 

2. The Federal Government will continue to be a major user of 
TVA power. Currently the Federal Government utilizes about. 5) 
percent of the total power output of the TVA. Only the President 
in the preparation of his budget recommendations to the Congress 
can determine the extent of this requirement because of the changing 
nature of the programs of the Federal agencies purchasing TV.\ 
power. Under the House bill, the only opportunity for review of 
TVA power requirements would be at such times as the TVA pro- 
poses to build new powerplants (in distinction to the expansion of 
existing powerplants), or at such time as it seeks additional overall 
revenue bond authorization. Approval of revenue bond issues by the 
Treasury Department would not relate to power requirements but 
solely to issues involved in conforming the terms and conditions of 
sale of the TVA revenue bonds to the market conditions confronting 
the Treasury in its public debt financing operations. 

3. Exemption of the TVA from normal budget review by the Presi- 
dent and the Congress would establish a highly undesirable precedent 
which has implications that can go far beyond the question of whether 
TVA itself should be subject to normal budget review. Such exemp- 
tion could lead to its extension to other wholly owned Government 
corporations and eventually to the return to the conditions prevail- 
ing prior to 1945 which resulted in Congress enacting the Government 
Corporation Control Act. Experience since 1945 under this act has 
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not only confirmed its value to the Congress by providing budget pro- 
cedure for the orderly review of operations of Government corpora- 
tions, but also has not produced any evidence that the operations of 
such corporations have been impeded. 

Along with the requirement that the budget programs for the TVA 
power program submitted by the President to the Congress shall in- 
clude estimates of the amount of bonds to be issued and sold and bond 
proceeds and power revenues to be expended, the language proposed 
for insertion provides specific authority for the TVA Corporation to 
make— 
such reasonable adjustments as the Corporation may determine to be necessary 
due to changes in requirements for power facilities and the amount of expendi- 
tures necessary therefor. 

We think this is a very important provision and should be consid- 
ered in the light of this issue. 

This language reaffirms the intent of section 102 of the Government 
Corporation Control Act, the pertinent part of which is as follows: 

The budget program shall be a business-type budget, or plan of operations, 
with due allowance given to the need for flexibility, including provisions for 
emergencies and contingencies in order that the Corporation may properly carry 
out its activities as authorized by law. 

And if I could digress for a minute, I would like to say this: 

It is our view that the power program should be defined in the 
narrative statement in terms of additional capacity expressed in kilo- 
watts. This statement could also make provisions for making a rea- 
sonable adjustment in the capacity of the generating units in the 
light of conditions prevailing at the time construction is undertaken. 
We do not believe that it is necessary to identify the specific units as 
programs since their location and size could change subsequent to the 
time of the budget submission to the President and action by the Con- 
gress. On the other hand, if after approval by the President and 
action by the Congress, a substantial change in the required capacity 
should take place as against that considered by Congress, we would 
expect an amended budget to be submitted. Transmission facilities 
would, as in the past, continue to be shown on a total program basis and 
not by individual lines. 

We feel this has been the spirit of the Corporation Control Act and 
I think it would allow the Corporation adequate flexibility to take care 
of changing situations after the Congress has passed on the budget and 
prior to the time of actual construction. I offer this simply by way 
of a bit of elaboration on the words “reasonable adjustments.” 

We believe, therefore, that the Government Corporation Control 
Act, together with the language specifically authorizing the Corpora- 
tion to make reasonable program adjustments, will provide adequate 
flexibility for financing the TVA power operations. Major changes 
inthe TVA budget program, however, would continue to be submitted 
to the Congress by the President. 

The language proposed for insertion is intended to make clear that 
should the Congress take no action on the power budget of TVA, the 
Corporation would be authorized to carry out the program as presented 
in the President’s budget. 

This is an essential difference between the legislation now in force 
and what we are proposing as amendments, because under the present 
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legislation before a new project can be undertaken it must be specifi- 
cally enacted by the Congress. 

Under this arrangement, if the Congress should uot disapprove it. 
then the Tennessee Valley Authority would be permitted to move 
ahead and build the new project. 

The Corporation, however, would not be permitted to deviate from 
that program except to make the reasonable adjustments that would 
be authorized to modify the budget program in appropriation acts, 
or, as has been the case for other wholly owned Government corpora- 
tions, give its specific approval to the program. 

3. Inclusion of TVA operations in the Federal budget: H.R. 3460) 
contains language which would prohibit inclusion of the power ex- 
penditures and power receipts of the TVA in the computation of re- 
ceipts, expenditures, surpluses, or deficits in the annual budget of the 
Federal Government. At the present time such receipts and expendi- 
tures, in accordance with the practice followed for all wholly owne«| 
Government corporations, are taken into account in the determination 
of the Federal Government’s overall financial requirements as ex- 
pressed in the annual budget. The exclusion of the TVA power pro- 
gram from the budget would result in an incomplete presentation of 
the Federal Government’s budgetary requirements and, correspon<- 
ingly, affect the deficit or surplus. 

The TVA is a wholly owned Government corporation in which tli: 
Federal Government on June 30, 1958, had an investment of $1.2 
billion of appropriated funds and $0.4 billion of retained earnings, 
making a total of $1.6 billion. The power revenues derived froin 
existing power facilities, which will be used as security for the i:- 
suance of revenue bonds, are likewise the property of the general tax- 
payer. These revenues in 1958 amounted to more than $232 million. 
This bill does not change the status of TVA as a wholly owned Gov- 
ernment corporation. Its sole purpose is to authorize the issuance of 
revenue bonds secured by the agency’s power revenues. Any receipts 
or expenditures of TVA as a wholly owned Government corporation 
are receipts and expenditures of the Federal Government, and we he- 
lieve that they should continue to be included in the budget of the 
Federal Government. To reduce the apparent size of the Federal 
budget requirements by a legislative change in the definition of re- 
ceipts and expenditures would establish a questionable financial prece- 
dent which might be extended to other Federal programs. If widely 
adopted, this practice could lead to undermining the integrity of the 
Federal budget. 

4. Approval of issuance of TVA revenue bonds by the Treasury: 
H.R. 3460 exempts TVA revenue bonds from the requirements of ap- 
proval by the Secretary of the Treasury as to interest rates, terms 
and other conditions as provided under the Government Corporation 
Control Act. Under this bill the Secretary of the Treasury would 
be consulted by TVA with respect to a proposed bond issue but he 
could not hold up issuance and sale of the proposed bonds more than 
90 days. We see no basis for deviating from the existing provisions 
of the Government Corporation Control Act. 

I believe the Assistant Secretary of the Treasury is going to com- 
ment further on that in his testimony before the committee. 

However, as a minimum we believe that if the present requirements 
of the Government Corporation Control Act are modified, along the 
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lines suggested, to limit approval by the Secretary of the Treasury 
to the rate of interest and the time of issuance of TVA revenue bonds, 
with the Corporation consulting with the Secretary of the Treasury 
on all other revenue bond matters, the primary purposes of Treasury 
approval would be achieved. 

Although TVA revenue bonds would not be guaranteed by the 
Federal Government, they would be sold in the same sectors of the 
money market in which Treasury obligations and the obligations of 
other Government corporations would be sold. To enable the Treas- 
ury to carry out its responsibilities to the public at large with respect 
to the financing of the Federal Government’s activities, of which TVA 
activities are a part, it is of great importance that the Treasury con- 
tinue to have authority adequate to coordinate the financing opera- 
tions of Government corporations, such as TVA, with Treasury debt 
management and other fiscal operations. To make such coordination 
effective, the Treasury needs to retain authority to disapprove a pro- 
posed issue of TVA or other Government corporation bonds in the 
interest of efficient overall Federal fiscal policy. To do otherwise 
would place the financial interests of TVA above those of the general 
public who are vitally concerned with the sound management of our 
public debt. 

It should be noted that authority to coordinate TVA security issues 
with Treasury debt management does not confer authority to control 
the policies of the TVA Corporation. Past experience with this 
provision of the Government Corporation Control Act indicates that 
the authority has been used only for coordination of fiscal operations. 
However, to make explicit the intent of the Government Corpora- 
tion Control Act with respect to TVA bond issues, the proposed 
amendment would limit the approval of the Secretary of the Treasury 
to the rate of interest and the time of issuance of such bonds. On 
all other revenue bond matters, the TVA Corporation would be 
required only to consult with the Secretary of the Treasury. This 
would insure that the technical knowledge of the Treasury Depart- 
ment with respect to the money market and the flotation of security 
issues would be available to the TVA Corporation and that the 
Treasury would be fully advised on the nature of the proposed TVA 
bond issue. 

5. Treasury supervision of investment of TVA funds and selections 
of depositories: Deletion of certain language is recommended which 
will have the effect of restoring to the Secretary of the Treasury 
uuthority to supervise the selection of depositories and the invest- 
ment of TVA funds. Under section 302 of the Government Corpora- 
tion Control Act the Secretary of the Treasury is authorized to 
designate depositories for the funds of Government corporations, 
with certain exemptions, subject to the proviso that he is authorized 
to waive the requirements of this section at his discretion. TVA isa 
wholly owned Government corporation which needs to hold substan- 
tial sums of money for short periods in the form of checking accounts. 
The Treasury Department provides depository facilities for the Gov- 
ernment corporations that wish to use them. Section 302 of the 
Grovernment. Corporation Control Act authorizes these corporations 
to use also the depository facilities of the Federal Reserve banks or 
of commercial banks approved by the Secretary of the Treasury. 
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The depository provisions of this act contribute to a unification of the 
depository system of the Federal Government and are in the interest 
of coordinated fiscal management for the Federal Government. It 
appears, therefore, that the authorized operations of TVA would not 
be impeded by retention of discretionary authority of the Secretary 
of the Treasury to designate depositories for TVA checking accounts, 

Under section 303 of the Government Corporation Control Act, 
Government corporations, with certain exceptions, may not purchase 
or sell direct or guaranteed obligations of the United States in excess 
of $100,000 except by approval or waiver by the Secretary of the 
Treasury. Purchases and sales of direct or guaranteed obligations of 
the Federal Government by Government corporations are transactions 
that impinge on fiscal management by the Treasury Department in 
much the same way as issuance and sale by Government corporations 
of their own obligations. The need for coordination of such financial! 
transactions by Government corporations with Treasury fiscal policy 
was recognized in informal arrangements prior to the enactment of 
the Government Corporation Control Act. That act, to a consid- 
erable extent, formalized an accepted procedure the need for which 
was widely recognized at that time. 

The Secretary of the Treasury has broad discretionary authority 
to waive or modify the requirements under sections 302 and 303, 
which will permit him to provide such additional flexibility in apply- 
ing these sections as may be required to meet special circumstances 
associated with the issuance of revenue bonds. This fact, together 
with the absence of evidence indicating that the results of operations 
since 1945 under these sections have been unsatisfactory, is strong 
evidence that there is no need for exemption of TVA from these 
provisions. 

6. Authority of the Secretary of the Treasury to purchase TVA 
bonds: A new subsection of the bill is recommended to provide a 
temporary means of financing authorized power program activities 
of TVA if the Secretary of the Treasury does not approve a pro- 
posed issue of TVA bonds, or if the TVA Corporation determines 
that a proposed issue of bonds cannot be sold on reasonable terms. 
In case the Secretary of the Treasury does not approve a proposed 
issue of bonds within 3 days working days of its submission to him 
for his approval, he would be directed, if requested by the TVA 
Corporation, to purchase interim obligations of TVA in the amount 
of the proposed issue. In case the TVA Corporation determines that 
a proposed bond issue cannot be sold on reasonable terms, the Sec- 
retary of the Treasury is authorized to purchase interim TVA obli- 
gations. The total amount of such interim obligations outstanding 
at any one time for both purposes would be limited to $150 million, 
the maturity date of such obligations could not exceed 1 year, and 
the interest rate would be determined by the average interest rate 
paid by the Treasury for obligations of comparable maturities. 

This amendment is an additional safeguard against the possibility 
that the most efficient programing of an authorized expansion of 
TVA power facilities might conflict, as to timing, with the require- 
ments of the Treasury with respect to its own fiscal operations. This 
new subsection would provide a procedure under which the Treasury 
could facilitate such power program financing by providing an in- 
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terim source of funds for TVA. It would also give TVA protection 
against the contingency that its needs for funds might occur at a 
time when, as a result of Federal fiscal policy or otherwise, the money 
market was temporarily unfavorable to a TVA bond issue. 

The ceiling of $150 million on the amount of such obligations that 
the Treasury could hold at any one time and the maximum maturity 
date of 1 year for the obligations are designed to prevent permanent 
financing of the TVA power program by the Treasury under the 
a of this subsection. 

. Repayment of appropriation investment: H.R. 3460 provides 
for a minimum annual repayment of $10 million of the appropri- 
ation investment in power facilities. At this rate of repayment it 
would require more than 100 years to repay the present appropri- 
ation investment of $1.2 billion. It is recommended that the mini- 
mum annual repayment be increased to $20 million, which would 
place repayment of TVA appropriation investment more nearly in 
line with the policy followed with respect to other Federal power 
facilities. 

In the fiscal year 1958 the power revenues of TVA amounted to 
over $232 million. Net power revenue and funds set aside for depre- 
ciation amounted to almost $99 million, of which about $32 million 
would have been required under the provisions of H.R. 3460 for 
interest on the appropriation investment. This would have left $67 
million of funds available from 1958 operations for reinvestment. or 
return to the Treasury. With a minimum repayment of $20 million 
to the Treasury in 1958, TVA would still have had $47 million avail- 
able for reinvestment in power facilities. This would appear to 
leave an ample margin of power revenues if the minimum repayment 
had been set at $20 million instead of $10 million. 

(Attachment A to Mr. Staats’ statement follows :) 


ATTACHMENT A 
PROPOSED LANGUAGE CHANGES IN H.R. 3460 


1. Power service area 


Delete the following language on page 2, lines 18-21: “except when econom- 
ically feasible for exchange power arrangements with other utility systems with 
which the Corporation had such arrangements on said date.” 

And insert the following in lieu thereof: “except to other power generating 
organizations when found by the Corporation to be economically feasible to 
obtain mutual operating economies.” 

Page 3, delete the language in line 4 “Department of Defense or any agency 
thereof” and substitute in lieu thereof “United States or agencies thereof”. 


2. Restoration of budget control provision. of the Government Corporation Con- 
trol Act 


Page 4, beginning in line 20, strike out the last sentence of subsection (a), 
ending in line 12, page 5, and substitute in lieu thereof the following: 

“Bond proceeds and power revenues shall be available for the purposes speci- 
fied herein, including the addition of generating units to existing power produc- 
ing projects: Provided, however, That the estimates of the financial condition 
and operations of the Corporation for the current and ensuing fiscal years and 
the actual condition and results of the operation for the last completed fiscal 
year contained in the annual budget programs of the Corporation submitted 
pursuant to sections 102 and 108 of the Government Corporation Control Act 
(31 U.S.C. 847 and 848) shall include estimates of the amount of bonds to be 
issued and sold and bond proceeds and power revenues to be expended by the 
Corporation for the current and ensuing fiscal years and its actual expendi- 
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tures of bond proceeds and power revenues for the last completed fiscal year: 
Provided further, That, except as budget programs transmitted pursuant to said 
section 103 may be modified by the Congress, bond proceeds and power revenues 
shall be used by the Corporation to carry out such budget programs, subject to 
such reasonable adjustments as the Corporation may determine to be necessary 
due to changes in requirements for power facilities and the amounts of expendi- 
tures necessary therefor.” 


$. Inclusion of TVA operations in the Federal budget 


age 5, in line 20, change the comma to a period and strike out the remainder 
of the paragraph ending in line 3 on page 6. 


4. Treasury approval of TVA bond issues 


Page 6, beginning with the word “before” on line 16 strike out the remainder 
of page 6 and through the word “upon.” in line 3 on page 7; substitute therefor 
the following: “the issuance and sale of bonds under this section shall not 
be subject to any other law except the Government Corporation Control Act, 
as amended, and as its application may be herein modified, and Provided further, 
That notwithstanding the provisions of section 303(a) of said Act, the issuance 
and sale of bonds under this section shall not be subject to approval by the 
Secretary of the Treasury except as to the rate of interest and the time of 
issuance of such bonds. In all other respects specified under said section 
303(a) of the Government Corporation Control Act, as amended, the Corporation 
shall, before issuing any bonds under this section, consult with the Secretary 
of the Treasury or his designee.” 


5. Treasury supervision of investment of TVA funds and selection of depositorics 

Page 7, lines 13 to 17, strike out the following: “Notwithstanding the pro- 
visions of sections 302 and 303 of the Act of December 6, 1945, as amended 
(59 Stat. 601-602, 70 Stat. 667; 31 U.S.C. 867-868), or any other law, but subject 
to any covenants contained in any bond contract,”. 

In lines 20 to 23 strike out the following: “and deposit said proceeds and 
other funds, subject to withdrawal by check or otherwise, in any Federal Reserve 
bank or bank having membership in the Federal Reserve System;’’. 


6. Authority of the Secretary of the Treasury to purchase bonds 


Page 8, insert following subsection “(d)” the following new subsection: “(e). 
In case the Secretary of the Treasury does not approve a proposed issue of bonds 
hereunder within three working days of its submission to him for his approval, 
the Corporation may issue to the Secretary interim obligations in the amount 
of the proposed issue, which the Secretary is directed to purchase. In case the 
Corporation determines that a proposed issue of bonds hereunder cannot be 
sold on reasonable terms, it may issue to the Secretary interim obligations which 
the Secretary is authorized to purchase. Notwithstanding the first sentence of 
this subsection, obligations issued by the Corporation to the Secretary shall not 
exceed $150,000,000 outstanding at any one time, shall mature in not more than 
one year, and shall bear interest equal to the average rate (rounded to the 
nearest one-eighth of a percent) on outstanding marketable obligations of the 
United States with maturities (from dates of issue) of one year or less, as of 
the close of the month preceding the issuance of the obligations of the Corpora- 
tion. For the purpose of any purchase of the Corporation’s obligations the 
Secretary of the Treasury is authorized to use as a public debt transaction the 
proceeds from the sale of any securities issued under the Second Liberty Bond 
Act, as amended, and the purposes for which securities may be issued under 
the Second Liberty Bond Act, as amended, are extended to include any purchases 
of the Corporation’s obligations hereunder.” Change present subsections “e”. 
“f”, “es” and “h” to “f”, “g’”, “h”, and “i”; also change references to subsection 
“e” on page 10, lines 8, 10, and 20 to “f’’. 


7. Repayment of appropriation investment 
Page 9, in line 3, strike out “$10,000,000” and substitute therefor “$20,000,000”. 
Senator Kerr. Thank you very much, Mr. Staats. 
Are there any questions ? 
Senator Cooper. I will be brief. 
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There has been quite a controversy over the provisions of the Gov- 
ernment Corporation Act as they relate to TVA. You have said in 
your testimony that the bill which was passed by the House and was 
passed by the Senate last time would change existing law. 

Mr. Staats. That is correct. 

Senator Cooper. I note in the House report that the statement: is 
controverted. As I understand from their report, the Government 
Corporation Act specifically exempts the Tennessee Valley Authority 
from the provisions of that act. I quote from page 44 of the House 
report: 

The limitations and restrictions herein contained as to dealing in and under- 
writing investment securities shall not apply to obligations issued by the Inter- 
national Bank for Reconstruction and Development which are primarily pur- 
chased by the bank to its own account, nor to bonds, notes, or other obligations 
issued by the Tennessee Valley Authority. 

Is that correct ? 

Mr. Sraats. Well, this is a very technical subject, Senator Cooper, 
and one in which it occurs to me it might be useful to have an analysis 
by our general counsel and the General Accounting Office, which we 
would be willing to insert in the record for the use of the committee. 

Mr. Focke here would be happy to comment further at this time. 

Senator Coorer. Well, I don’t want to take up time now with details. 

Mr. Sraars. In answer to the question that you raise, this does not 
take into account the 1948 Appropriations Act which placed addi- 
tional control, with respect tothe TV A. 

Senator Coorer. That act relates to appropriated funds; is that 
correct ¢ 

Mr. Sraats. Thatisright. It had to do with new plants. 

Senator Kerr. Can you answer that, Mr. Focke? 

Mr. Focxr. I am not sure 

Senator Coorrr. You see, the provision of the 1948 act placing pro- 
hibitions on the construction of new facilities without an act of Con- 
gress relates to appropriated funds. 

Mr. Focxr. That is correct. 

Senator Cooper. And also to revenues derived from the sale of 
power accruing from an appropriated investment ? 

Mr. Focxe. Yes, sir. 

Senator Cooper. Now what we are dealing with today is the pro- 
ceeds from bonds; is that correct ? 

Mr. Focxe. Yes, sir; under the bill. 

Senator Cooper. And the Government Corporation Act exempts 
the Tennessee Valley Authority from its restrictions in relation to 
bonds, notes, and obligations. Are you familiar with it? 

Mr. Fockxe. Not with that point, Senator. Iam sorry. 

Senator Kerr. Well, will you be prepared to answer the question 
when we reconvene this afternoon ? 

Mr. Focxe. Yes, sir. 

Senator Kerr. I think it isa very pertinent question. 

Since the witness is not prepared to answer at this time, we will re- 
cess until 3 o’clock. 

(The hearing was recessed at 1:05 p.m., to reconvene at 3 p.m., the 
same day.) 
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AFTERNOON SESSION 


Senator Kerr (presiding). The subcommittee will come to order. 

The Senator from Kentucky had some questions for the Chief 
Counsel of the Bureau of the Budget, but since he is not available at 
— we will not go into that now. In the meantime, we will hear 

fr. Robbins, Assistant Secretary of the Treasury. 

Mr. Rozsrns. Mr. Chairman, I have with me Mr. Thomas W. Wolfe, 
Assistant Chief, Debt Analysis Staff of the Treasury Department. 

May I say, first, that I am not here to oppose the basic provisions of 
this legislation. I just want to register at the outset that I am not 
here to oppose the basic purposes of the legislation, but only to urge 
certain revisions or amendments which, from the Treasury Depart- 
ment standpoint, we consider important. I have a short statement. 
May I read it? 

Senator Kerr. Yes, sir. 


STATEMENT OF HON. LAURENCE B. ROBBINS, ASSISTANT SECRE- 
TARY OF THE TREASURY ; ACCOMPANIED BY THOMAS W. WOLFE, 
ASSISTANT CHIEF, DEBT ANALYSIS STAFF, TREASURY DEPART- 
MENT 


Mr. Rossins. Mr. Chairman and members of the committee, the 
views of the Treasury Department with respect to the TVA financing 
bills before your committee—S. 931 and H.R. 3460—have been ex- 
pressed in the Department’s letter to the chairman of June 8. At 
this time I would like mainly to discuss more fully one of our recom- 


mendations which I believe has been generally misunderstood—that 
TVA be required to comply with provisions of the Government Cor- 
poration Control Act, requiring the approval of the Secretary of the 
Treasury of the terms and conditions of obligations issued by Govern- 
ment corporations. 

Senator Kerr. Right at that point, is it your position that thie 
present law requires that with reference to any bonds issued by thie 
Tennessee Valley Authority, if it were authorized to issue them ? 

Mr. Rogsrns. That is my understanding; yes. 

Senator Kerr. Would counsel tell us about that ? 

Mr. Wotrr. I am not a lawyer. 

Senator Kerr. I thought that you said that you were his counsel? 

Mr. Wore. No. 

Mr. Rogsrns. He is the Debt Analysis Assistant Chief. 

Senator Kerr. I thought that he was your counsel. I will ask 
that. question of another. Go ahead, unless you can tell me in the 
present law where that requirement is, Mr. Robbins. 

Mr. Worre. Except that the Government Corporation Control 
Act 

Senator Kerr. Does TVA have an exemption from that restriction / 

Mr. Wotre. Not to my knowledge, Senator. I believe that ques- 
tion arose—— 

Senator Kerr. We had counsel with the Bureau of the Budget this 
morning. Are you prepared to answer that question now? Give 
your name for the record. 
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Mr. Focxr. My name is Arthur Focke, and I am General Counsel 
for the Bureau of the Budget. 

Senator Kerr. I did not know that there was any difference in the 
application of the law as between the two agencies. 

Mr. Focksr. As between which two agencies? 

Senator Kerr. The Budget Bureau and the Treasury Department. 
If under the law the TVA is not affected, that would be true in the 
Treasury Department, the same as the Bureau of the Budget, would 
it not ? 

Mr. Focxe. Yes. It is my understanding that TVA at present 
would be subject to the requirements of the Government Corpora- 
tion Control Act with respect to that. 

Senator Kerr. Does the Government Corporation Control Act ap- 
ply to appropriations, in addition to other things, or does it apply 
to appropriations alone? 

Mr. Focxe. It applies to the funds of Government corporations, 
Mr. Chairman, regardless of where they may be derived from, whether 
from appropriations, or from revenue. 

Senator Kerr. Those provisions of the Government Corporation 
Control Act apply to any revenue of the Tennessee Valley Authority, 
does it, or does it only apply to those which bring in certain moneys 
to the Tennessee Valley Authority under that act by reason of the 
amendment to the appropriations act ? 

Mr. Focxe. Mr. Chairman, may I first answer the question that you 
asked Mr. Robbins? 

Senator Kerr. Yes. 

Mr. Focxsr. The Government Corporation Control Act applies gen- 
erally to the TVA. And if TVA was authorized to issue bonds, the 
Secretary of the Treasury would be required to exercise the same 
function with respect to them that he would with respect to bonds 
issued by any other Government corporation. Under existing law, 
if TVA could issue bonds, they would be subject to the Secretary of 
the Treasury’s authority, under the Government Corporation Con- 
trol Act. 

Senator Kerr. I would like for you to brief that for this record. 

Mr. Focxe. All right, sir, I will be glad to. 

(The information is as follows :) 


Section 101 of the Government Corporation Control Act (31 U.S.C. 846) 
provides that the term “wholly owned Government corporation,” as used in that 
act, shall include the Tennessee Valley Authority. 

Section 303 of the Government Corporation Control Act (31 U.S.C. 848) pro- 
vides that all bonds, notes, debentures, and other similar obligations issued by 
any wholly owned Government corporation to the public shall be subject to 
such terms and conditions as have been or may be approved by the Secretary 
of the Treasury. 

The effect of these provisions is to require the approval by the Secretary 
of the Treasury of the terms and conditions of any revenue bonds which may 
be issued by the Tennessee Valley Authority and offered for sale to the public. 
H.R. 3460 as passed by the House of Representatives would change this feature 
of existing law by the provision of the sentence beginning on line 20, page 4, 
which states that the issuance and sale of bonds by the corporation “shall not 
be subject to the requirements or limitations of any other law.” 


Mr. Rossrins. If I may, suggest Senator, I think that there is some 
confusion. 
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Senator Kerr. I am sure that there is, and the chairman is affected 
by it. I would hope that you gentleman, being unaffected by it, 
would be able to clarify it so far as I am concerned. : 

Mr. Rogsrns. One provision of the Government Corporation Con- 
trol Act requires obligations, notes, or debentures of any Government 
agency sold in the market to be subject to the approval of the Secre- 
tary of the Treasury as to terms, conditions, rates, time of issuance, 
and various other things. That is the thing that I was referring to. 

Senator Knrr. Is it your impression that there is no provision in 
the statute which takes them out from under that? 

Mr. Rogprns. That is my impression. The bill that was passed by 
the House would do that. But in the present law I think there is no 
such provision. 

Senator Coorrr. This morning I raised a question as to new con- 
struction. My questions were based on the House report on H.R. 
3460. On page 5 of the report the committee discusses this proposi- 
tion at some length. And from my reading of the report, I note my 
conclusions: 

First, as I understand, in the 1948 act, the Congress provided that 
no new facilities could be constructed without appropriations mace 
by the Congress. That was the 1948 law. No new facilities could 
be constructed except as an appropriation was made by the Congress. 
That provision gave Congress control over the construction of new 
facilities. Isthat not correct? 

Mr. Rosrrns. Yes, sir; I think that is correct. 

Senator Coorrer. Later Congress provided that no new facilities 
would be undertaken with the revenues of the TVA, apart from ap- 
propriations, except by approval of Congress. Is that not correct? 

Senator Kerr. I do not believe that the reporter got your nodding. 

Mr. Rorsrns. My answer was, “Yes, sir,” to the Senator’s question. 

Senator Coorrr. But an exception to that provision was that addi- 
tions to existing facilities could be made from revenues of the TV A 
without prior approval of Congress. Is that not correct? 

Mr. Roperns. Yes, sir. 

Senator Kerr. Will you yield there ? 

Senator Coorrr. Yes. 

Senator Kerr. That enactment added to the appropriations bill was 
the first time that TVA had authority to construct additions to exist- 
ing projects by the use of revenue funds. 

Senator Cooper. I think TI am correct in saying that until 1953, new 
facilities were constructed by appropriations. Since 1953 no new 
facilities have been constructed from appropriated funds. 

Later the Congress has provided that no new facilities may be con- 
structed with revenues earned by TVA, except by prior approval of 
Congress, except additions to existing facilities. 

Senator Kerr. That would be the amendment to the appropriations 
act ¢ 

Senator Coorrer. That is my understanding. It was added upon 
recommendation 

Senator Kerr. Why was it added ? 

Senator Coorer. By suggestion of the executive branch. 

Senator Kerr. Without it, TVA, if it had not been added, could 
have constructed new facilities out of revenues from the sale of power, 
without a specific authority from the Congress ? 
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Senator Coorrr. That is correct. 

Senator Kerr. Is the Counsel for the TVA here? 
Mr. McCarruy. Yes, I am. 

Senator Kerr. Your name? 


STATEMENT OF CHARLES J. McCARTHY, GENERAL COUNSEL, TVA 


Mr. McCartuy. Charles J. McCarthy, General Counsel. 

Senator Krrr. The Senator and I are both in the same posture. We 
are trying to get the facts in the record. We are not in a position of 
arguing with each other. I am not ina position to argue with these 
witnesses. They may be right. If they are, I want to know it. And 
if they are not, I think that they would like to know it. 

Until that amendment was put into the Jaw in the appropriations 
act—when was that ? 

Mr. Focke. 1948. 

Mr. McCarrny. The 1948 appropriation act. 

Senator Kerr. The Tennessee Valley Authority, under legislation 
by Congress, could use proceeds from the sale of power, either to add 
to existing facilities, or for the construction of new and additional 
facilities ? 

Mr. McCartuy. That is correct, under section 26 of the TVA Act, 
TVA can use its power revenues in carrying out its power business. 

Senator Kerr. In other words, the 1948 amendment was not to 
grant power to the TVA, but to restrict the power it already had ? 

Mr. McCarruy. That is correct. 

Senator Kerr. Under section 26; is that it ? 

Mr. McCarrny. Section 26, yes. 

Senator Kerr. The Board of Directors had the authority to take 
the revenues, the receipts, and build new facilities to the extent that 
they have the money from that source with which to do it. 

Mr. McCarruy. That is correct. 

Senator Kerr. In the doing of that, were they subject to the Gov- 
ernment Corporation Control “Act? 

Mr. McCarruy. Yes, they were 

Senator Kerr. To what extent? 

Mr. McCarruy. TVA is fully subject to the provisions of the Gov- 
ernment Corporation Control Act but there is in section 102 a specific 
provision relating to TVA. 

Senator Kerr. That is in section 102 of the Government Corpora- 
tion Control Act ? 

Mr. McCarrny. I believe it is section 104, instead. 

Mr. Focke. It is section 104; that is correct. 

Senator Gore. The Government Corporation Control Act makes 
anexception. But that is a part of the Government Corporation Con- 
trol Act. 

Senator Kerr. That is what I thought. 

Mr. McCartuy. Section 104 provides that it— 


shall not be construed as preventing Government corporations from c:rrying 
out and financing their activities as authorized by existing law, nor as atfecting 
the provisions of section 83ly of title 16— 
which is section 26 of the TVA Act. 

I listened to Mr. Staats’ testimony this morning. The application 
of the Government Corporation Control Act is a rather complicated 
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story. I would be glad to start at the beginning, either now or at some 
later time, and put the whole picture in the record. I think that is 
what is needed. 

Senator Kerr. I think that would be fine. It seems to me that it 
would be a simple matter, as to whether or not under all of the provi- 
sions of existing law the TVA is subject in the same manner as other 
Government corporations to the Government Corporation Control Act. 

Mr. McCartuy. Well, it is subject to it with the expressed excep- 
tion 

a Kerr. Are there not exceptions that apply only to the 
TVA? 

Mr. McCarrny. Just the specific one I have mentioned and a pro- 
vision in section 105 which preserves to TVA the right to settle and 
adjust its accounts. 

Senator Kerr. Then there is a specific one? 

Mr. McCarrny. There is a specific one. 

Senator Kerr. And to the extent that it is an exception, then TVA 
is at subject to the identical control as other Government corpora- 
tions 4 

Mr. McCarruy. That is correct. 

Senator Kerr. What I would like to know is what is that specific 
exception. 

Mr. McCarruy. That specific exception preserves to TVA the right 
conferred by section 26 of the TVA Act to use its revenues for any 
purposes in connection with its power program. 

Senator Kerr. Now, then, if that statement that you have just 
made is correct, it does two things: It confirms the impression I had, 
on the one hand, and refutes the answer that you gave to my question, 
on the other hand. 

Mr. McCarruy. I do not know whether I am out in the deep weeds 
or not. 

Senator Kerr. One of us is—maybe both of us. I asked you, to 
begin with, if the Tennessee Valley Authority was subject to the 
regular provisions of the Government Corporation Control Act with 
reference to the use of this power revenue for addition to existing 
projects, new generating facilities, or the building of additional 
projects, and you said that it was. 

Mr. McCartnuy. Perhaps I did not understand the question. 

Senator Kerr. Now do you understand the question ? 

Mr. McCarruy. I think so. 

Senator Kerr. Will you answer it? 

Mr. McCarruy. TVA is subject to the provisions of the Government 
Corporation Control Act, but there is in the Government Corporation 
Control Act a specific provision which preserves to the TVA the right 
to use its revenues in carrying out its power program. 

Senator Kerr. The same as if it were not subject to the Government 
Corporation Control Act ? 

Mr. McCarrny. That is correct. 

Senator Kerr. Then, insofar as its use of that money is concerned, 
it is not subject to the Government Corporation Control Act; is it? 

Mr. McCarruy. I would rather say that the Government Corpora- 
tion Control Act does not limit the use by any corporation of its cor- 
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porate funds in carrying out the program authorized by its basic 
statute. 

Senator Kerr. Just bear this in mind, you are talking to a man with 
a simple one-track mind, and if you can talk to me on the basis of my 
limitations, rather than putting upon me the impossible burden of 
talking to you on a parity with your broad knowledge, you will make 
a great contribution to this chairman. ’ 

Mr. McCarrtuy. Senator, that is not a question that permits a yes 
or no answer. Let me repeat what I said at the beginning. 

Senator Kerr. I know what you said in the beginning. 

Mr. McCarruy. Yes, sir. 

Senator Kerr. Do you want me to say it? 

Mr. McCarruy. No, sir; I think I recall what I said. 

Senator Kerr. I can quote it. 

Mr. McCarruy. Very well. 

Senator Kerr. The TVA, as to the expenditure of revenues re- 
ceived, for building generating facilities, or adding to current existing 
projects, or for new ones, is either subject to the Government Corpora- 
tion Control Act, or it is not. 

Mr. McCartuy. The Government Corporation Control Act requires 
that TVA and all other corporations submit a budget to the President. 
And he, in turn, submits the budget to the Congress. 

TVA is obligated to include estimates of expenditures of revenues 
in the budget which it submits to the President. And those estimates 
as modified or revised by the President are submitted to the Congress. 

So that to that extent the use of revenues is subject to the provisions 
of the Government Corporation Control Act. 

Senator Kerr. That does not prevent them—the fact that they have 
to submit that information—during the time it is being received and 
considered, from going ahead and spending revenue receipts to enlarge 
existing generating facilities; does it ? ; 

Mr. McCartny. No, Senator. 

Senator Kerr. Is there any other corporation that can do that? 

Mr. McCartuy. Yes; I think any corporation could. 

Senator Kerr. I thought that the exemption in section 104 was as 
to the Tennessee Valley Authority alone, and the exemption as to it 
was in accordance with the provisions of section 26. 

Mr. McCartuy. That specific exemption applies to TVA, but there 
is a broad exemption that applies to all Government corporations 
which, I think 

Senator Kerr. What is that ? 

Mr. McCarruy. That is, also, in section 104 of the Government 
a Control Act, and it says that nothing herein con- 
taine 

Senator Kerr. Here is what the House report said. Section 104 of 
the Government Corporation Control Act, which provides for con- 
gressional review of the budget program of Government corporations, 
expressly states that its provisions— 

Shall not be construed as preventing Government corporations from carrying 


out and financing their activities as authorized by existing law nor as affecting 
the provisions of section 26 of the Tennessee Valley Authority Act, as amended. 


Mr. McCartuy. Yes, sir. 


42058—59—_—-6 
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Senator Kerr. And then it has in parentheses the words: 


under which TVA is authorized to use this revenue for purposes connected with 
power program. 

Does not section 26 of the TVA Act apply only to the TVA? 

Mr. McCarruy. Yes. 

But the language that I am referring to is the first language that 
you read— 
shall not be construed as preventing Government corporations from carrying 
out and financing their activities as authorized by existing law. 

Senator Kerr. But now, in order to avoid me the burden of check- 
ing existing law with reference to carrying out and financing the 
activities of all other Government corporations, could you tell me 
whether or not there are provisions with reference to other corpora- 
tions which permit them to use revenues from the sale of power, that 
is, revenues acquired from that source for purposes connected wit) 
this power program ? 

Mr. McCarruy. I do not know of any other agency that has au- 
thority to use power revenues for those specific purposes. The point 
I was trying to make is that the Government Corporation Control 
Act permits all Government corporations to use their corporate funds 
in carrying out the programs authorized by their basic statutes and 
that a provision in an appropriation act limiting their right to do so 
is subject to a point of order. 

Senator Kerr. Do you have any other agency, then, that is in the 
same posture as the TVA ? 

Mr. McCarruy. I know of no other agency that is identical with 
TVA. 

Senator Kerr. The authority for that is in section 26, that is, the 
exception ? 

Mr. McCartuy. That is correct. 

Senator Kerr. I know that you are counsel for the TVA. This I 
do know: that when Congress passed this amendment in 1948 it was 
confronted with the fact that on advice of its legal staff TVA con- 
tinued to add additional power-generating facilities to existing proj- 
ects. That was on the basis of the opinion ‘of their legal staff that they 
could do so under section 26, and could still do so, because the amend- 
ment of 1948 did not specifically prohibit it. Is ‘that a correct state- 
ment ? 

Mr. McCartnuy. That is correct. 

Senator Kerr. I am reading section 26 of the TVA Act. Is that it? 

Senator Cooper. Yes. 

Senator Kerr (reading) : 

Commencing July 1, 1936, proceeds for each fiscal year from the sale of power 
or any other projects of the corporation and from any other activities of the 
corporation, including the disposition of any real or personal property, shall he 
paid into the Treasury of the United States at the end of each calendar year, 
save and except such part of such proceeds as, in the opinion of the Board, shall 
be necessary for the corporation in the operation of dams and reservoirs in con- 
ducting its business in generating, transmitting, and distributing electric energy 
and in manufacturing, selling, and distributing fertilizer and fertilizer in- 
gredients. 

Now, as I understand it, on the basis of that provision and on the 
basis of the exemption in section 104 of the Government Corporation 
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Control Act, TVA counsel advised the Authority that they could pro- 
ceed to take the revenues derived from the sale of power and build 
additional generating facilities. The legal statf did that. 

Mr. McCarruy. That is correct. 

Senator Kerr. And to that extent, the Tennessee Valley Authority, 
and that activity of the TVA, is specifically exempt from the effect 
of the Government Corporation Control Act? 

Mr. McCartuy. Senator, the Government Corporation Control Act 
does not prohibit the corporations subject to it from using their funds 
for any purposes authorized by their basic statutes. 

Senator Kerr. Why do you want to beat around that bush again ? 
You have been on it a long time. You area lawyer. You are an able 
counsel. I have stated a very simple proposition, and it can be 
answered simply. You do not need to encumber the record, or place 
a burden on my confused state of mind by again making a speech on a 
subject that somebody can answer by “Yes” or “No.” If you cannot 
do it, you are of no further help to me. 

I will say this: Do not get on this stand unless you expect either to 
answer that question or to dodge it, because you are going to answer it 
if you get on this stand. 

I am not going to burden you any further with it now, but if you 
get on this witness stand you will answer that question. 

Mr. McCarruy. I was not trying to evade the question. 

Senator Kerr. Why do you not answer it, then ? 

Mr. McCartruy. What I am saying is that under the provisions of 
section 26 of the TVA Act and section 104 of the Government Corpora- 
tion Control Act, TVA has the legal authority to use its revenues to 
add to existing generating plants. 

Except for the provision of the 1948 Appropriations Act, TVA 
would have the legal authority to use revenues to build new plants. 

Senator Kerr. Under section 26, and under section 104 of the Gov- 
ernment Corporations Control Act ? 

Mr. McCarruy. That is correct. 

Senator Kerr. Well, then, insofar as the building of either addi- 
tions to existing generating facilities or new generating projects, the 
Government Corporation Control Act did not impair or reduce the 
authority of TVA, or the power of TVA to do those things with money 
they receive from the sale of power ? 

Mr. McCartuy. That is correct. 

Senator Kerr. That is the first question I asked you. 

Mr. McCarruy. Iam sorry; I did not understand. 

Senator Kerr. And now your name, again ? 

Mr. Focxe. My name is Focke, F-o-c-k-e. 

Senator Kerr. If I understood your answer to that question, you 
answered it the other way. 

Mr. Focxe. No, sir; I did not. 

Senator Kerr. This chairman is a man of limited mental facility, 
and that is all there is to it. 

Mr. Focke. I think that there is nothing lacking in the chairman’s 
mental facility. 

Senator Kerr. I tried to ask you that very question. 

Mr. Focxe. No; the question you asked me was with respect to the 
Government Corporation Control Act as it applied to the issuance 
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of revenue bonds by the Treasury Department, and whether the 
Government Corporation Control Act required the Secretary of the 
Treasury to approve an issuance of revenue bonds by the Tennessee 
Valley Authority. LIsaid that it did. 

The Government Corporation Control Act applies to the Tennessee 
Valley Authority as far as the issuance of bonds is concerned. 

If the TVA today were authorized to issue revenue bonds, it would, 
under the Government Corporation Control Act, have to first receive 
the approval of the Secretary of the Treasury. 

Senator Kerr. As provided in the Government Corporation Contro] 
Act? 

Mr. Focxe. Yes,sir. Thatis one question. 

Senator Kerr. All right. 

Mr. Focxe. The other question 

Senator Kerr. Now, then, in that regard, is there any difference, or 
would the position of the TVA be different with reference to the pro- 
ceeds of revenue bonds and the proceeds of revenue sales ? 

Mr. Focxe. No, sir. 

In one case we are talking about a question of the issuance of the 
bonds, which is a matter I understood you to be asking Mr. Robbins. 

Senator Kerr. Let us just, for the sake of this discussion, assume 
that when I say “issuance of bonds,” I am talking about the getting 
of the money from the bonds. It would not do any good otherwise. 
To be sure, they could not spend the money until they got it. 

Mr. Focxe. No,sir. The second question—— 

Senator Kerr. What you are saying, then, technically, is that they 
could not even issue the bonds without the compliance with the Gov- 
ernment Corporation Control Act? 

Mr. Focxe. That is correct. 

Senator Kerr. Well, then, what I was trying to ask you—and that 
gets back to my limitations, which I acknowledged, and not to take 
advantage of you, because I am helpless—when it comes to the getting 
of money in that manner, whether it is from the issuance of bonds 
or selling them or spending the proceeds of them, there is a difference 
in the authority or the power of the Tennessee Valley Authority, that 
is, there is a difference between that and with reference to the money 
they receive from the sale of power under existing law? 

Mr. Focxr. When the TVA under existing law 

Senator Kerr. Do not do that. 

Senator Cooper, go ahead. 

Senator Cooper. I take the simple examples I gave before. Before 
anyone began to talk about the issuance of bonds, and when facilities 
were constructed by appropriations, of course, it was obvious that 
there had to be a request for an appropriation by TVA, then it had 
to be reviewed by the Bureau of the Budget, it had to come to the 
Congress in the form of a budget request, and it had to be approved by 
the committees and become law, before the facility could be construct- 
ed. Isthat not correct? 


Mr. Focxe. Yes, sir. 

Senator Cooper. Then as Senator Kerr has brought out, there was 
originally an exception as far as the use of revenues of the TVA were 
concerned. 


In that case there was an exemption. Approval of the Congress was 
not required. 
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Mr. Focxer. Yes, sir. 

Senator Cooper. The Congress did not have the authority, was not 
required to Be upon the construction of facilities to be built from 
revenues of the TVA ? 

Mr. Focxe. That is correct. 

Senator Coorer. Now we are dealing with a new subject, that is of 
revenues acquired through the sale of bonds. It is admitted by the 
Bureau of the Budget, the Tennessee Valley Authority and everyone 
that bonds should be issued to procure money to build new facilities. 
Both agree that that should be done. 

Mr. Focxe. That is correct. 

Senator Coorer. What you are proposing is this even though the 
TVA may be authorized to sell up to $750 million worth of bonds to 
secure revenues to construct facilities which all admitted are needed, 
you are asking that an amendment be placed in the bill to require that 
further action shall be taken by the Congress, that the TVA shall sub- 
mit to the Bureau of the Budget its proposal, for example, “We want 
to build A, B, and C Dams.” The Bureau of the Budget then shall 
recommend to the Executive and to the Congress. Then the Congress 
will decide whether or not A, B, and C shall be constructed. Isn’t that 
it? 

Mr. Focxe. That is substantially correct, Senator. The Congress 
would have an opportunity to review it, to make such changes as it 
thought proper and if the Congress did not make any changes, TVA 
would be bound by what was in its budget submission, except for rea- 
sonable variations due to changes in requirements or changes in costs. 

Senator Coorer. Again although you are admitting the need for 
funds, although you are admitting the need of constructing $750 mil- 
lion of facilities, yet saying that no facility can be constructed without 
prior approval of the Congress in every case ? 

Mr. Focxr. Without the President and the Congress having an op- 
portunity to review them, and in the absence of any change by the 
Congress that TVA should be bound by what it has submitted to the 
President, and the President has transmitted to the Congress. 

Senator Coorer. How about this practical situation? Suppose the 
TVA submits its request and says “We need to build A, B, and C facil- 
ities.” Then the Bureau of the Budget decides that it only should build 
A, and so recommends to the Congress of the United States. Then the 
TVA would be precluded from supporting before the Congress its own 
recommendations ? 

Mr. Focxe. Yes, sir. 

Senator Coorrer. Then the Bureau of the Budget will manage the 
TVA, for all practical purposes, as far as new facilities are concerned; 
isn’t that it? 

Mr. Focxe. Well, I don’t think that is correct, Senator, because it 
would be the President’s decision and not that of the Bureau of the 
Budget, and Congress could add 

Senator Kerr. The Bureau of the Budget is the voice of the Presi- 
dent, isn’t it? 

Mr. Focxe. No, sir. 

Senator Kerr. What is its standing? It is certainly not the voice 
of the Congress. 

Mr. Focxe. It makes recommendations to the President, Mr. 
Chairman. 
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Senator Kerr. Doesn’t the President transmit it to the Congress? 

Mr. Focxre. He may transmit what the Bureau recommends or he 
may transmit something else. It is a matter of his discretion. 

Senator Kerr. That is not the way these letters come to us. The way 
they come to us is from the Bureau of the Budget saying this is not in 
accordance with the President’s program, don’t they ? 

Mr. Focxe. Yes, sir. 

Senator Kerr. Isn’t that the Bureau of the Budget advising the 
Congerss what the President’s position is? 

Mr. Focxe. They don’t say that it is not in accord with the Bureay 
of the Budget’s program; that is exactly my point, Mr. Chairman. 
They say it is not in accord with the President’s program. 

Senator Kerr. But the President doesn’t speak to us except throug): 
the Bureau of the Budget, does he, except when he sends a special mes- 
sage up here? 

‘ Mr. Focxr. When he sends the budget up it is signed by the Presi. 
ent. 

Senator Kerr. I am talking about the letters that this conimittee 
gets expressing the attitude of the President on proposed legislation. 
Who sends the letters here? 

Mr. Focxe. In most cases the Bureau of the Budget. 

Senator Kerr. And what do they tell us? 

Mr. Focxe. They tell you whether a particular piece of legislation 
is or is not in accord with the program of the President. 

Senator Kerr. Now let me see if I can understand your position. 
I will start on this approach. You now think that we ought to pass 
a law authorizing the issuance of $750 million worth of revenue bonds. 

Mr. Focxe. Yes, sir. 

Senator Kerr. What for? 

Mr. Focxe. To acquire revenues with which to construct the neces- 
sary facilities. 

Senator Kerr. To get the money, would you say? I didn’t think 
that the revenue on the term revenue bond referred to what the Au- 
thority got when it sold them. I thought that identified it as a bond 
that would be paid off by revenues received by the Authority; isn’t 
that correct ? 

Mr. Focxe. That isn’t my understanding. 

Senator Kerr. Can the counsel answer that question ? 

Mr. McCartuy. That is correct, Senator. 

Senator Kerr. So they don’t issue these bonds to get revenue. They 
sell these bonds to get the proceeds of them to invest in facilities that 
are pledged on the basis that the revenues they receive then will be 
used to pay off these bonds, isn’t that the way you understand it? 

Mr. Focxe. That is right. 

Senator Kerr. Well, why do you recommend the authorization for 
$750 million authority ? 

Mr. Focke. So they can construct the necessary facilities to supply 
the power needs of the area. 

Senator Kerr. Do you think they are necessary ? 

Mr. Focxe. Certainly. 

Senator Kerr. If they are, and Congress agrees with you and 
passes it, why then don’t you take the position that they can go ahead 
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and do it without having to come back down here before they can 
spend one dime of it? 

You are sitting here and telling us today you approve of $750 
million authority, but you don’t want them to use $10 million of it 
without them coming back here and getting your approval and the ap- 
proval of the Congress again? 

Is that what you are telling us? 

Mr. Focke. Yes, sir. 

Senator Kerr. Well, isn’t that putting yourself in kind of a silly 
position ? 

Mr. Focke. I don’t think so, sir. 

Senator Kerr. How much would you be willing to approve that the 
Congress would authorize them to issue on the basis of what you now 
know they need without them having to come back down here and 
do it over a little bit at a time? 

Mr. Focke. I can’t answer that, Mr. Chairman, but I might say: 

Senator Kerr. Isthere anybody here whocan? Is Mr. Staats here? 

Mr. Focxer. No. sir, he is not, but Congress frequently authorizes 
programs 

Senator Kerr. But here we have been holding hearings for years 
on the question of whether or not they need additional generating 
facilities, haven’t we? 

Mr. Focxe. Yes, sir. 

Senator Kerr. They are here saying they need 750 million dollars’ 
worth, aren’t they ? 

Mr. Focxe. That is correct. 

Senator Kerr. You are here saying they need 750 million dollars’ 
worth. 

Mr. Focxke. Yes, sir. 

Senator Kerr. The Treasury is here to say that generally they 
endorse it, that they think they need 750 million dollars’ worth. 

Mr. Roggrns. Are you speaking to me, sir? 

Senator Kerr. I am asking you. 

Mr. Rossrtns. I don’t think the amount that they need has been 
determined. 

Senator Kerr. How did you start your statement off ? 

Mr. Rossrns. I think that an authorization 

Senator Kerr. How did you start your statement off? Where is 
that reporter? Do you remember what you said, Mr. Robbins? 

Mr. Rogstns. Yes, sir. 

Senator Kerr. What did you say ? 

Mr. Rogstns. You mean the opening statement ? 

Senator Kerr. Yes, sir. 

Mr. Rossrns. It is not a part of this. I said that I did not come 
here to oppose the basic purposes of the legislation. 

Senator Kerr. Well, now, what are the basic purposes of the 
legislation ? 

Mr. Rosstns. To provide authority for the sale of revenue bonds 
mn ee to finance whatever facilities may be required and justi- 
ied. 

Senator Kerr. Are you prepared to tell us that on the basis of any 
investigation, or all investigation you have made, you think that a 
case has been made for any specified amount ? 
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Mr. Roggtns. No, sir; I do not. 

Senator Kerr. Don’t you in your proposal here say that you 
would be willing in the event that they were ready to do this, and you 
want them to wait a while, that you were willing to lend them $150 
million ? 

Mr. Rogsrns. That is a proposed amendment submitted by the 
Bureau of the Budget. 

Senator Kerr. Do they speak for you in that regard ? 

Mr. Rogstns. I don’t like to confuse the issue. 

Senator Kerr. I don’t want you to. I want to have you either 
disagree or agree with them. 

Mr. Rossrns. I would like to qualify it. 

Senator Kerr. All right. Now, how much are you willing to lend 
them? Have you got that in your statement? 

Mr. Rogsrins. No; that is not in the statement. 

Senator Kerr. Is any amount in the statement ? 

Mr, Rogsrns. No, sir. 

Senator Kerr. Would you be willing to let the Budget Bureau 
speak for the Treasury in that regard ? 

Mr. Rossrns. Yes, sir. 

Senator Krrr. You would be? 

Mr. Rogsrns. Yes, sir. 

Senator Kerr. Well, they have said, hasn’t the Budget Bureau 
said they were willing to make it $750 million ? 

Just answer my question. 

Mr. Focxr. As a maximum, yes, Mr. Chairman. 

Senator Kerr. They said they were willing to lend up to that—— 

Mr. Focxr. Mr. Chairman, Congress every day passes laws author- 
izing programs up to a certain amount, but then it appropriates year 
by year, as you know. 

Senator Kerr. But Congress isn’t going to appropriate against 
this authorization. 

Mr. Focxe. But it can review the program under the authoriza- 
tion each year and exercise its prerogatives. 

Senator Kerr. What we are trying to do is to review it now. You 
know Benjamin Franklin was down in the cellar one time with his 
father, so he tells us, where they had the winter supply of food, and 
he got the idea they could save a lot of time about asking the bless- 
ing over the food at every meal, the little part that they had, and 
he said to him, “Why don’t we just give thanks now to the Lord 
for this winter’s supply and get it over with and then we won’t have 
to take up that time every time we sit down to eat.” 

Apparently you are taking just the other approach. 

Mr. Focxer. Yes, sir. I would rather say it every day. 

Senator Kerr. I would like for you to tell this to the committee. 
How much authority would you be willing to give them now and let 
the consideration of it be had in connection with this bill, and when 
given to them they would be authorized to go on and do it without 
coming back in and having it looked at again? 

Mr. Focxe. Mr. Chairman, I am sorry, I am not qualified to answer 
that question. I am the counsel for the Bureau of the Budget, and 
whether TVA needs 10,000 kilowatts, or 50,000, or 200,000 kilowatts 
at the moment I don’t know. 
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Senator Kerr. You evidently don’t think that they need $750 mil- 
lion worth, although you have recommended authorization of that 
amount. 

Mr. Fockxer. Up to that amount, sir. 

Senator Kerr. You are trying to fix this bill so that having done 
that on the basis of the recommendation of the President, the Secre- 
tary of the Treasury, the Director of the Bureau of the Budget, and 
action by the Congress, that you then want to come back here and 
make a case all over again for each part of it that they get ready to 
spend. 

Mr. Focxe. Exactly. 

Senator Kerr. What I was trying to find out, if we could agree on 
an amount that you were willing to let this consideration and author- 
ization be adequate for so that when we pass a bill in the amount that 
you are willing to now say you thought was presently justified, they 
could go on and do it without having to come back here and us go 
through all this again. 

Mr. Focxe. As I started to say, sir, a moment ago, that is a ques- 
tion of policy that I don’t think I am qualified to answer. 

Senator Kerr. Then don’t try to. Is the Treasury willing to give 
us a figure on that? 

Mr. Rossgtns. No, sir; I think the Treasury is entirely in accord 
with the proposal to authorize $750 million, but that does not mean 
that the Treasury has considered all the projects that are to be financed 
with that $750 million. 

Senator Kerr. Why would you say that you are willing to author- 
ize $750 million for a purpose with reference to which you don’t have 
the slightest idea of how much of it ought to be done now? 

Mr. Rosprns. Only because it is expected that each project to be 
financed within that authorization would be presented, and reviewed, 
and passed on. 

Senator Kerr. As I understand it, you or somebody for you, has 
made that degree of examination of the facts available to you that 
you think that there is a total of $750 million either needed today 
or to be needed in some specified time ? 

Mr. Roperns. No, sir. We have taken the word of the Tennessee 
Valley Authority that they would like to have an authorization of 
that amount within which they will develop certain facilities. 

Senator Kerr. They came here to the Congress 2 or 3 years ago 
and just asked for authority to issue revenue bonds as they needed 
them. As I recall, and I would like to be corrected in this if I am 
in error, the limitation was placed upon this bill at the request of 
the Bureau of the Budget; isn’t that correct ? 

Mr. Focxe. I think it is, Mr. Chairman. 

Senator Kerr. Now what I am trying to get you gentlemen to tell 
the committee is this: 

If I know that you have examined some of the facts in this case 
to get to the point where you would be willing to recommend a gen- 
eral authorization of $750 million, you just could not be sitting here 
recommending that unless you had some information to justify it. 

Mr. Rosetns. An authorization subject to approval of each indi- 
vidual project. I think that is not an unusual thing, Mr. Chairman. 
T have one example in mind. 





84 REVENUE BOND FINANCING BY. TVA 


Senator Kerr. Do you want to just spend the rest of your life 
coming down here on the basis of each individual project? 

Mr. Roserns. I don’t think the Treasury will pass on that. I think 
the Bureau of the Budget will. 

Senator Kerr. You are trying to get yourself into a position so you 
can. 

Mr. Rossrns. No, sir. 

Senator Kerr. You are trying to put provisions in this bill so that 
after the authority is granted, they can’t use it except as you approve it, 

Mr. Rossrns. That is not the primary responsibility of the Treas- 
ury, Mr. Chairman. 

Senator Kerr. Then what is it you want done? 

Mr. Rossrns. The point that I am addressing myself to is simply the 
sale, the authority for the sale of bonds or debentures. 

Senator Krrr. But you have agreed—and while I have never talk«| 
to you about it I have talked to men in your department of Goveri- 
ment of equal position with you, in which they urge an amendment 
here which, to show their good faith, that any time the Authority 
wanted to start the building of a project and the Treasury did not 
think the time was right to sell revenue bonds, that it would lend them 
up to $150 million. 

N i you know that that has been the position of your chief, don't 

ou? 
" Mr. Rossins. May I say 

Senator Kerr. Do you or not? 

Mr. Rossrns. I think the two things are confused, Mr. Chairman. 

Senator Kerr. Do you know whether or not that has been the position 
of your chief? 

Mr. Rossrns. Again I am sorry to say that I can’t answer that 
question “Yes” or “No” because it has to be qualified. 

i Senator Kerr. Is it because you don’t want to or because you don't 
how ¢ 

Mr. Rogsrns. It is because it is impossible to do it, sir. 

Senator Kerr. If you knew it wouldn’t be impossible would it, Mr. 
Robbins ? 

Mr. Rospins. I beg your pardon ? 

Senator Kerr. If you knew the answer it wouldn’t be impossible 
for you to give it, would it? 

Mr. Rossins. May I explain it at a little greater length, and would 
you permit me to finish this statement ? 

Senator Kerr. If you will just answer my question, we will then 
get to the next step. Do you know whether or not that has been the 
position of your chief? 

Mr. Roserns. Our position has been this. We have tried very hard 
to reach an agreement with the Tennessee Valley Authority which 
would be mutually satisfactory in order to avoid a dispute or a con- 
troversy with respect to where the Treasury comes in in the approval! 
of their financing. Now in that discussion we indicated to them that 
in order to reach an agreement, we would be willing to restrict the 
approval, the requirement for approval by the Secretary of the Treas- 
ury to the interest rate on the bonds, and the time of issuing. 

And because they objected, at least they raised the point that might 
handicap them by making it impossible for them to get funds when 
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they had commitments to meet, we agreed or suggested that we would 
in such an event, if the Treasury would not approve of their issuing 
bonds at that particular moment, that we would agree to lend them 
$150 million for a period not longer than a year. 

Senator Kerr. But that meant that you would loan it to them until 
you would turn them loose to sell revenue bonds to get that paid back. 
* Mr. Rossins. That is right, sir. 

Senator Kerr. You didn’t put a condition on it that they would 
have to repay that loan out of any other money except that which 
they would receive from the sale of revenue bonds ? 

Mr. Rogsrns. No, sir. 

Senator Kerr. Within that period of time, is that correct? 

Mr. Rosrrys. That is correct. 

Senator Kerr. Then that almost amounts to a position on the part 
of the Treasury of being willing to lend them up to $150 million, 
doesn’t it? 

Mr. Rosprns. Provided 

Senator Kerr. Provided what? 

Mr. Rossrins. Provided that the legislation in all other respects 
is satisfactory and provided that 

Senator Kerr. I though you had gotten down to where the only 
conditions you were exacting was interest rate and date of sale? 

Mr. Roggrns. We agreed to— 

Senator Kerr. Is that correct ? 

Mr. Ropprns. We agreed to accept those two things if it would 
produce an agreement, but we did not agree to use them just as a 
starting point for further negotiation. 

Senator Kerr. I am not talking about further negotiation. I 
thought that Mr. Staats told us here this morning that if the matters 
with the Budget Bureau could be resolved, that that would be the 
only two requirements that he would ask insofar as the supervision 
or control of the Treasury was concerned, is that not correct ? 

Mr. Rossrns. If the bill in other respects is satisfactory, yes. 

Senator Kerr. That wasn’t what he said. He said if the other 
amendments he offered—I am sure that the amendments he suggested 
was what he indicated it would take to satisfy him, but insofar as 
Treasury was concerned, those were the two restrictions he wanted 
kept in the bill, weren’t they ? 

Mr. Rosstns. Those were the two minimum things. 

Senator Kerr. Does that mean that they are the two restrictions 
that would have to be, the minimum that the Treasury would accept? 

Mr. Rossrns. If that would result in reaching agreement in other 
respects. 

Senator Kerr. Well, I am trying to reach agreement—I am trying 
to reach agreement. 

Mr. Rosstns. Yes, sir; in our negotiations and conversations with 
the Tennessee Valley Authority they were not willing to accept those 
as the basis for agreement. 

Senator Kerr. They can’t accept them if you don’t offer them. 

What I am asking you now is: Would rate of interest and date 
of issue be all that you would exact if this authority is limited to 
$150 million and you still stand by the agreement to lend it to them 
if they need it at a time you did not want them to sell the bonds? 
Would that meet your requirements ? 
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Mr. Rosstns. It would meet our requirements if we could have 
confidence that they would keep us fully informed, discuss thei: 
plans with us in advance, and reach agreement as to what was to be 
done; yes, sir. 

Senator Kerr. You say, “as to what would be done with the 
money” ? 

Mr. Rozgins. No; not “what would be done with the money.” 

j Senator Kerr. Then what do you mean by “as to what would be 
one”’? 

Mr. Roggins. How the financing would be set up and how the bonds 
would be sold. 

Senator Kerr. The only thing you are going to require them to do 
in that regard is the date of issuance or the date of sale and the 
interest rate ? 

Mr. Rogpgrns. Those are the only things that at the minimum we 
require the Treasury approval of. But in all other respects it woul 
be understood that 


Senator Kerr. Now here is the amendment that the Bureau of the 
Budget offered : 


Insert following subsection (d) on page 8(e) : 

“In case the Secretary of the Treasury does not approve a proposed issue of 
bonds hereunder within three working days of its submission to him for his 
approval, the Corporation may issue to the Secretary interim obligations in the 
amount of the proposed issue which the Secretary is directed to purchase. In 
ease the Corporation determines that a proposed issue of bonds hereunder can- 
not be sold on reasonable terms, it may issue to the Secretary interim obliga- 
tions which the Secretary is authorized to purchase. 

“Notwithstanding the first section of this subsection, obligations issued by 
the Corporation to the Secretary shall not exceed $150,000,000 outstanding at 
any one time, shall mature in not more than one year, and shall bear interest 
equal to the average rate rounded to the nearest one-eighth of a per centum on 
outstanding marketable obligations of the United States with maturities from 
the dates of issuance of one year earliest as of the close of the month preceding 
the issuance of the obligations of the Corporation.” 


Now if I understand that, that is the proposal by the Director of 
the Budget that the recommendations of the Treasury would be met if 
this bill were amended, so that in the event the Secretary of the 
Treasury was not satisfied with the date of sale or interest rate that 
was about to be used, the Authority could apply to the Treasury for 
a loan of up to $150 million if it met the stipulations of this amend- 
ment. Is thatthe way you understand it? 

Mr. Roserns. We will support that, Mr. Chairman. 

Senator Kerr. All right. 

Now then let me ask the Budget this: If we amended this bill to 
where we made the Authority $150 million, then would the Director 
of the Budget Bureau approve the bill in the language as passed 
by the House? 

Mr. Focxe. I’m sorry, Mr. Chairman, I can’t answer that question. 

Senator Kerr. Would you go and ask your chief on the phone? 

There is Mr. Schwartz. Will you come around and help us on that? 

Mr. Scuwarrz. I am not sure I will help you, but at least I will 
try to answer that part of the question. The $150 million would not 
take care of more than probably a year. And I would like to call 
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your attention to page 7 of Mr. Staats’ statement, the sentence read- 
ing: 

We see no basis for deviating from the existing provisions of the Government 
Corporation Control Act. 

That referred to Treasury approval. 

Senator Kerr. How is that? 

Mr. Scuwartz. That referred tothe Treasury approval. 

Senator Kerr. Where is that ? 

Mr. Scuwartz. On top of page 7 of Mr. Staats’ statement. 

Senator Kerr. The existing provisions of the Government Corpora- 
tion Control Act requires a review by the Budget Bureau and the Con- 
cress of the proposed expenditure. 

Mr. Scuwartz. That’s right. 

Senator Kerr. What I am trying to find out, Mr. Schwartz, is what 
amount you would be willing to accept as having been approved by 
the Budget Bureau and the Congress for expenditure or for develop- 
ment without having to do it again ? 

Mr. Scuwarrz. The Bureau of the Budget has approved $750 
million, which we believe would take care of a period of about 4 or 
» years. 

But the Bureau of the Budget also believes, as in the case of all 
Government corporations, that that amount should come back through 
the regular appropriation processes of the Congress for annual 
review. 

Senator Kerr. What I am trying to find out, if there is not some 
amount we can agree on, so that whatever we do at this time may 
be regarded by the Bureau of the Budget as having met the obliga- 
tion that takes the regular procedure for appropriation of money. 

Mr. Scuwarrz. But you see if you were to reduce this figure of 
$750 million down, it would mean that the TVA would have to come 
back before this committee in a couple of years for an increase in that 
amount. 

Senator Kerr. You are trying to fix it so that they have to come 
back anyway ? 

Mr. Scuwartz. No; we are fixing it so that they don’t have to come 
back for a period of 4 or 5 years to this committee, but back to the 
Appropriations Committee each year for a review of their proposal. 

Senator Kerr. Is it that you don’t want this committee to handle 
this legislation ? 

Mr. Scuwartz. Not in the least, Mr. Chairman. 

Senator Kerr. You see, I am not critical. I am not trying to 
rag the Bureau of the Budget. I am trying to meet your require- 
ments and at the same time turn the TVA loose insofar as the amount 
provided at this time. 

Now you say that you would like to have us pass a $750 million 
authorization ? 

Mr. Scuwartz. That is correct. 

Senator Kerr. But you don’t want them to use it until they come 
back here and justify a program. Now what I am asking you is, on 
the basis of your knowledge, how much of a program would you be 


willing to approve, let’s say, if we passed this bill today and they 
were back here tomorrow 2 
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Mr. Scuwartz. Well I think the TVA estimates next year that they 
will need 1 million kilowatts of power. That would cost roughly 
$200 million. 

A part. of that would be financed from power revenues and the bal- 
ance of it would have to come from the issuance of revenue bonds. 

Senator Kerr. That is next year? 

Mr. Scuwartz. Fiscal year 1960. 

Senator Kerr. Let’s take a 2-year period. What do you think 
they need ? 

Mr. Scuwartz. Using the TVA estimates, I think their figure for 
1961 and I would stand to be corrected on this, is about 1,300,000 
kilowatts, so that would be $260 million less whatever revenues woul! 
be generated. 

Senator Kerr. Then they are looking at $460 million for 1960 anc 
1961? 

Mr. Scuwartz. That would be an outside figure, because it woul 
be reduced by whatever power revenues 

Senator Kerr. I am not saying—we haven't started to reduce it 
yet. We are looking at the requirements. 

Mr. Scuwarrz. All right. 

Senator Kerr. Now what do you estimate to be the power revenue 
they will have available with which to meet it ? 

Mr. Scuwartz. I think it depends on the kind of legislation you 
pass, Mr. Chairman. 

Senator Kerr. What I am trying to do, if I can, is to fix it so that 
when we pass this bill, we will have the job done at least for 2 years. 
I have got enough confidence in the Bureau of the Budget that they 
can tell us now just as well as they could 60 days after we passed a 
$750 million authorization how much they think they would be will- 
ing to turn the TVA loose to sell revenue bonds. 

r. Scuwartz. In 1960, we estimate that there will be about $105 
million in power revenues available to continue work now under con- 
struction and to start new capacity. The administration’s proposals 
also require a payment of interest on the power investment and re- 
——_ of principal beginning in 1961. 

enator Kerr. That interest requirement is in this bill. 

Mr. Scuwarrz. That is correct. And also the administration’s 
amendment proposes $20 million a year for principal repayment be- 
ginning with the year 1961. There would be $105 million of power 
revenues in 1960 which, we believe, would, in addition to continuing 
facilities now under construction, permit starting units involving an 
ultimate cost of about $100 million. In 1961—— 

Senator Kerr. $100 million ? 

Mr. Scuwartz. That’s right. 

Senator Kerr. Off of $200 leaves $100 ? 

Mr. Scuwartz. $100, that’s right. 

Senator Kerr. All right. 

Mr. Scuwartz. In 1961, I indicated a few minutes ago it would 
take $260 million of authorization. In 1961, we estimate based largely 
on information TVA has furnished us that there should be about $112 
million of power revenues available for continuing power facilities 
under construction in 1960 and payment of interest and repayment 
to the U.S. Treasury. 
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Senator Kerr. For use in that purpose ? 

Mr. Scuwartz. Yes. 

Senator Kerr. Which would reduce to what figure? 

Mr. Scuwartz. $260 million would not be affected on the assump- 
tion that about $35 million would be required for interest and $20 
million principal repayment. 

Senator Kerr. So they would need $205 million additional in 1961? 

Mr. Scuwartz. That’s right. 

Senator Kerr. That is $360 million? 

Mr. Scuwartz. That’s right. 

Senator Kerr. Suppose that we made this bill $350 million. 
Then would you feel that by passing it now and the Congress approv- 
ing it, and on the basis of your approval that it would have sufficient 
understanding that we would not have to look at it again before they 
could go ahead under it, that they would do what is provided ? 

Mr. Scuwartz. Mr. Chairman, there is a very basic question in- 
volved here. The President has indicated that he feels that the 
budgets of all Government corporations ought to come through the 
Congress each year. 

Senator Kerr. But we are taking it through the Congress now. We 
are in that posture right now. 

Mr. Scuwartz. That is true, but this is annually. The Congress 
in 1945, Mr. Chairman—let’s go back if I may. 

Senator Kerr. Then let’s just pass it for 1 year. If we passed 
a $100 million, would you feel that it would be all right to do so with- 
out them coming back here and getting that justified ? 

Mr. Scuwartz. I think the amount would be adequate to take care 
of l year. But I still think it would be desirable to have all the opera- 
tions of the TVA reviewed through the appropriation processes of the 
Congress. 

Senator Kerr. Wouldn’t we be doing it if we amended this bill for 
$100 million and passed it? 

Mr. Scuwartz. This is only a part of the power operation of the 
TVA, Mr. Chairman. You have got power revenues also. 

Senator Kerr. But we are giving effect to what you have estimated 
they will have in that regard, and which under the law they can 
spend for that purpose. 

Mr. Scuwartz. This is a very basic question because prior to 1945 
no Government corporation had to come to the Appropriations Com- 
mittees for review. 

Senator Kerr. But here is the thing about it, Mr. Schwartz. There 
is a difference in viewpoint here between the Congress and the execu- 
tive. You are aware of that, aren’t you? 

Mr. Scuwarrz. Slightly, yes. 

Senator Kerr. You mean that you are aware of a slight difference 
or you are slightly aware of it? 

Mr. Scuwarrz. After about 5 or 6 years, I am quite sure, Mr. 
Chairman, that I am aware of it. 

Senator Kerr. And I am trying to approach it on the basis that 
we are meeting the objectives and the objections of the executive 
branch. That is what I am trying to do. I am not trying to com- 
pel the Executive to accept the viewpoint of the Congress. I am ask- 
ing you if there isn’t a way that we can pass this bill that will satisfy 
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the position of the Executive with reference to congressional review of 
an expenditure of money. 

But in a way when we do it once we will have done it. 

Mr. Scuwartz. My only answer would be that that would depart 
from the position the President has taken on the importance of the 
Corporation Control Act and that these things ought to be handled 
by annual review 

Senator Kerr. In other words, you would still be against it if we 
limit it to what you tell us they need for 1 year? 

Mr. Scuwartz. That is asking me to answer a question which [| 
think ought to be answered by someone at a higher lever, Mr. Chair- 
man. 

Senator Kerr. I think so, too, if you don’t know; and if you don't 
know, I would be glad to— 

Mr. Scuwartz. I wouldn’t want to speak for the Director of the 
Budget on that point. 

I think it would depart, though, from the executive policy on the 
Corporation Control Act. 

Senator Kerr. Then I would take it that the Executive wants to 
put a limitation on money obtained under this bill which does not 
now exist in the law with reference to power revenues received by the 
Authority. 

That would have to be the conclusion of the committee, wouldn’t it, 
Mr. Schwartz? 

Mr. Scuwartz. You know it is interesting, Mr. Chairman, but sec- 
tion 104 does not deal with the executive branch of the Government. 
It deals strictly with Congress. 

Senator Kerr. Is the Executive concerned with Congress reserv- 
ing its own prerogatives ? 

Mr. Scuwartz. From the point of view of the President, he has 
taken the position that an orderly review of Government corporation 
operations ought to go through the Appropriations Committees; yes. 

Senator Kerr. Then your objection to this bill, insofar as getting 
enough authorization for 1 year, would be that the Public Works 
Committee handle it instead of the Appropriations Committee han- 
dling it; is that correct ? 

Mr. Scuwartz. I am not sure we object to this committee han- 
dling it. 

I am indicating that it would represent a step backward as far as 
the Corporation Control Act is concerned. 

Senator Kerr. The Appropriations Committee does not review the 
expenditure by the TVA of revenue funds that it receives from the 
sale of power to build additions to existing generating facilities, 
does it ? 

Mr. Scuwartz. It reviews them. It takes no action on it, but it 
could. It reviews them every year so far as the President’s budget. 

Senator Kerr. But they don’t have to wait until they get an ap- 
proval from the Appropriations Committee ? 

Mr. Scuwartz. Not under the present interpretation of the act: 
that is correct. 

Senator Kerr. Do you agree or disagree with that interpretation 
of the act? 

Mr. Scuwartz. I do not disagree with that. 
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Senator Kerr. Then you can answer the question yes, can’t you ? 

Mr. Scuwartz. Yes. 

Senator Kerr. But what you are telling us is that the President 
wants anything that is done by legislation of this kind to be handled 
differently in that you want it not only to be handled by this committee 
for authorization, pass through the Congress for authorization, signed 
by the President for authorization, but then come back and handle 
it through the Appropriations Committee ? 

Mr. Scuwartz. That’s right. 

Senator Kerr. I understand the President’s position. All right, 
Mr. Robbins. 

Mr. Rosstns. May I continue my statement? 

Senator Kerr. If you wish. I am not urging it. I would be glad 
to have it printed in the record if you want it. 

Mr. Rogpins. May I say again, I was addressing myself to the 
sale of securities, and with your permission may I read that section 
of the Corporation Control Act? It is a very short one that governs 
that. 

Senator Kerr. Mr. Robbins, I want to appologize to you, but I 
can’t hear you. 

Mr. Rogsins. May I read this section of the Corporation Control 
Act that bears on this point that I am speaking of? It is a very short 
one. 

Senator Kerr. Surely. 

Mr. Roggrns (reading) : 


All bonds, notes, debentures and other similar obligations which are on or 
after December 6, 1945, issued by any wholly owned or mixed ownership Govern- 
ment corporation and offered to the public shall be in such forms and denomi- 
nations, shall have such maturities, shall bear such rates of interest, shall be 
subject to such terms and conditions, shall be issued in such manner and at 
such times and sold at such prices as have been or as may be approved by the 
Secretary of the Treasury. 

Senator Kerr. Now I am familiar with that, but I thought you and 
the Budget Bureau had made it clear here that insofar as these were 
concerned, you were willing to amend that provided that the Secre- 
tary of the Treasury was permitted to determine when they were sold 
and the rate of interest they were to be sold at. 

Mr. Rossins. If the other provisions of the bill are as they are 
recommended. 

Senator Kerr. But not the other provisions of the Government 
Corporation Control Act. 

Mr. Rossrns. We are willing to depart from and modify these 
provisions of the Corporation Control Act if the other-—— 

Senator Kerr. The two items that I mentioned ? 

Mr. Rossrns. Yes, sir. 

Senator Kerr. All right. 

Mr. Rossins. If the other provisions of the bill, those that Mr. 
Schwartz has been talking about, are retained, I mean the provisions 
of his amendment. 

Senator Kerr. Are you taking that position because you like Mr. 
Schwartz or can you tell me what his position is just for fun? 


Mr. Rossrns. I don’t like to speak for the Bureau of the Budget, 
but I think his position is here that—— 
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Senator Kzrr. Then what you are saying is that you are willing to 
surrender most of what that law gives you in the way of power if we 
will operate on the end of the power leash with the Bureau of the 
Budget ? 

Mr. Rossrns. Sir, we believe as the Bureau of the Budget does 
that each expenditure, that each project that is to be financed under 
the authorization may be, should be budgeted and reviewed by the 
Appropriations Committee. 

Senator Kerr. I want to tell you that I am sure that you men have 
warmed the cockles of the heart of the Appropriations Committee, 
It just happens that I sit as a member of the Appropriations Com- 
mittee on appropriations for public works, and I want to tell you 
that the Bureau of the Budget has taken an entirely different posi- 
tion as to the degree of respect it has for the Appropriations lon 
mittee and the desire it has to have everything just as they want it, 
from what they have said here today. 

They come besere the Appropriations Committee and they say no 
new starts, and the fact that they have delivered here these ringing 
declarations of tribute and compliments to the Appropriations Com- 
mittee, I want to tell you is going to be a great comfort to that com- 
mittee, and they are going to feel from now on that anybody that has 

ot as much confidence in them as the Bureau of the Budget has and 
that wants to conform to their wishes to the degree that we have had 
the assurance here today, is going to take a great load off the minds 
of the Appropriations Committee as they in the future insert. items 
in there which the only reason they would not do it is because the 
Bureau of the Budget might indicate they did not agree with it. 

They just couldn’t think as much of the Appropriations Commit- 
tee as you have indicated here today that they do, and then feel very 
badly if the Appropriations Committee might not agree with them 
on some item, you know, that the Appropriations Committee thought 
ought to be started. 

So I am grateful to both of you for having made that clear, and 
I will say to you that your ringing tributes here are going to be 
read back to the Bureau of the Budget by the Appropriations Com- 
mittee. 

Senator Ranpotex. Mr. Chairman? 

Senator Kerr. The Senator from West Virginia? 

Senator Ranpoteu. We in West Virginia are conscious of the need 
for public works starts. Our economy needs a lift, especially in cer- 
tain areas of the State. We believe that it is tragic that we have 
received opposition. 

Senator Kerr. Now you have the assurance that all you need to do 
is persuade the ae Committee and that will automatically 
be so persuasive that the Bureau of the Budget by reason of their 
gracious respect and confidence in them will not object to anything 
that they might want to do in response to your urging. 

Now isn’t that some comfort to you? 

Senator RanpotPH. Yes, sir. I join you in hoping that a beautiful 
path has now been opened. ail" : : ; 

Senator Kerr. I want to tell you it is going to just expedite matters 
no end around this Congress. You may proceed now, Mr. Robbins. 
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Mr. Rossins. I think, Mr. Chairman, that in view of the discussion 
that has been held so far, that it may be just as well to submit my 
statement for the record. 

Senator Kerr. I would want that to occur only if it were your de- 
sire, sir. I wouldn’t want you to get the idea that there was the 
slightest effort on my part to bring about an environment in which 
you would not happily read it if you desired to, but if you insist it 
may be printed in the record as it is on your prepared sheet. 

Mr. Rossrys. I should like to have it in the record, and the reason 
that I suggest, that I do not complete the reading of it is that this 
statement does not contain any reference to the amendments that 
have been proposed by the Bureau of the Budget, and you have 
already asked about those, and we have discussed them, and I think 
the rest of the statement will speak for itself. 

Senator Kerr. Very good, Mr. Robbins. Thank you. Are there 
questions by members of the committee ? 

Senator Ranpoteyw. Mr. Chairman, as I understand it, the Treasury 
Department feels that there is a real danger in intricate financial 
transactions if they are not coordinated. Is that correct? 

Mr. Rosprns. Yes, sir. 

Senator RanpotpH. And you feel that this might lead to a worsen- 
ing of our public credit as well as to the weakening of an individual 
program within a certain agency. Is that correct? 

Mr. Rogsrns. That is quite correct. As you know, the Government 
debt is now $285 billion. The Treasury has to go to the market every 
month or two at least for some new financing. During this fiscal year 
the Treasury had to go to the market for $69 billion of marketable 
obligations not counting the rollover of the weekly Treasury bills. 
During the last few years the issues of other Government agencies not 
guaranteed sold in the market have risen from $2 billion in 1953 out- 
stariding, to over $6.5 billion at the present time. 

During 1958 alone the volume of nonguaranteed securities issued 
was $5.5 billion in borrowing operations. It is extremely important 
from the standpoint of the Treasury to be able to coordinate, and that 
is the only thing that we are driving at. 

We have no desire or intention to interfere in any way with the op- 
erations of the TVA. We don’t take any position with respect to how 
the funds that are secured by the sale of bonds are used. Our con- 
cern is only in maintaining orderly marketing procedure. 

Senator Kerr. And satisfying the Appropriations Committee ? 

Mr. Rosgtns. Yes, sir. 

Senator Kerr. Senator Muskie? 

Senator Muskie. On that point Mr. Robbins, you could use this 
authority for the purpose of implementing any ideas that you have 
relative to the merit of particular projects? 

Mr. Rossins. We don’t go into the merits of the projects. 

Senator Muskie. But you could? 

Mr. Rossins. No; I think not. 

Senator Muskie. You could withhold approval on the basis of your 
own views as to the merits of a project. There is nothing in the law— 
there would be nothing in the law that would prevent your doing that ? 

Mr. Rossrns. Under the amendments which the Bureau of the 
Budget has suggested and which the chairman has asked me about, 
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the approval of the Treasury would be required only as to the rate of 
interest at the time of issuance of the bonds. 

Senator Muskie. But the Appropriations Committee could in- 
fluence your mind to determine whether or not the fact of your with- 
holding the approval was based upon your review as to the merits 
of the project? 

Mr. Rossrns. No, sir. I think that under that provision our ap- 
proval would be limited to just those two points which have nothing 
to do with the use of the proceeds. 

Senator Muskie. That is the reason that you gave for withholding 
approval might be limited to those two points; is that it? 

Mr. Rossrns. I think it would have to be limited to those two points. 

Senator Kerr. That is the question he asked you. 

Senator Muskie. Your actions might be otherwise. It could be 
otherwise legally. 

Mr. Ropers. Legally I suppose that is possible. 

Senator Kerr. Physically ? 

Mr. Rossrns. Pardon? 

Senator Kerr. Physically, it is possible? 

Mr. Rossrns. Yes. 

Senator Kerr. That is what you meant, wasn’t it, Senator? 

Senator Musnie. That is what I meant, Senator. 

Senator Cooper. May I ask a question? 

Senator Kerr. The Senator from Kentucky. 

Senator Coorer. Mr. Secretary, referring to the matter which Sena- 
tor Kerr discussed with you, do you interpret that amendment which 
would direct the Secretary to purchase up to $150 million of bonds if 
the Treasury and the Corporation could not agree upon the timing of 
an issue, that it is a direction that the Treasury would be required to 
purchase up to $150 million of bonds? 

Mr. Rossrns. Yes, sir. 

Senator Coorer. The purpose would be to make available funds, 
even though the Treasury determined it would be harmful to its 
financing operations to permit the flotation of TVA bonds at a par- 
ticular time. 

Mr. Rossrns. Yes, sir. 

Senator Kerr. Under the suggested amendment you would have to 
be prepared to let them sell it within a year’s time? 

Mr. Rogstns. Yes, sir. 

Senator Kerr. And immediately after they sold it they could come 
back to you the next day and get another $150 million under this bill? 
one Rossrns. Yes, sir. That is entirely possible; it would be under 

e law. 

Senator Kerr. So that actually, Mr. Robbins, on the basis of this 
recommendation, whether the Treasury agreed to it or not the TVA 
could get $150 million a year for 5 years? 

Mr. Rogsrns. I suppose that is theoretically true, Mr. Chairman. 

Senator Kerr. Now a man in your position does not have to sup- 
pose unless I have not made the question clear. A man in your posi- 
tion knows whether that is true or not. 

Mr. Roserns. We haven’t contemplated any such possibility be- 
cause under. 

Senator Kerr. Doesn’t the amendment say that it shall not exceed 
$150 million at any one time? 
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Mr. Rosstns. Yes, sir. 
Senator Kerr. And that you can’t hold them off for more than a 
ear? 
' Mr. Ropstns. The only reason that that was put in was to protect 
the TVA as to the availability of funds in the event that for reasons 
of the interest rate or the timing of issuance of the bonds, the Treasury 
Department felt that it ought to be deferred. 

Senator Kerr. But under this amendment any time that they owe 
the Treasury less than $150 million within the 3-day period they 
could call on it for the difference, couldn’t they ? 

Mr. Rossins. They could but it is not contemplated that they would. 

Senator Kerr. But I am not talking about what is contemplated 
they would. I asked you if it isn’t a fact that if this bill was written 
with this amendment in it, that you, that the most that you would do 
would be to let them take 5 years in which to get this $750 million. 

Mr. Rossrns. Yes, sir; I think that is right. 

Senator Kerr. Do you agree with that, Mr. Schwartz? 

Mr. Scuwartz. It would require the Secretary to have rejected a 
proposal by TV A each year for $150 million; yes, sir. 

Senator Kerr. But suppose they offered it and he did reject it? 

Mr. Scuwarrz. That’s right. 

Senator Kerr. And the Treasury is willing for that to happen and 
has so advised this committee, but you still won’t tell us that there is 
any amount that you would be willing for them to go ahead and get 
either by borrowing from you and then selling bonds or selling bonds 
at the time and at the rate you have offered without going through 
the Appropriations Committee. 


Mr. Roserns. That’s right, sir. We don’t feel 

Senator Kerr. I want to tell you right now this committee regrets 
being put in that inferior position in the minds of the Treasury and 
the Bureau of the Budget. Any further questions of Mr. Robbins? 

(The statement referred to follows:) 


STATEMENT BY ASSISTANT SECRETARY OF THE TREASURY LAURENCE B. Rospins 


Mr. Chairman and members of the committee, the views of the Treasury De- 
partment with respect to the TVA financing bills before your committee—S. 931 
and H.R. 3460—have been expressed in the Department’s letter to the chairman 
of June 8. At this time I would like mainly to discuss more fully one of our 
recommendations which I believe has been generally misunderstood—that TVA 
be required to comply with provisions of the Government Corporation Control 
Act requiring the approval of the Secretary of the Treasury of the terms and 
conditions of obligations issued by Government corporations. 

The basic issue at stake in the Treasury view is whether the fiscal operations 
and functions of TVA, or any Federal agency, should be exempt from the 
coordinating administrative procedures we believe are essential to proper dis- 
charge of the Federal Government’s fiscal responsibilities to the public as a 
whole. The arguments for placing TVA in a special status have been, in vary- 
ing degree, presented for other Government functions in the past. We expect 
that special status arguments will continue to be presented for other programs 
in the future. The congressional action with respect to TVA financing legisla- 
tion will undoubtedly have great influence on the trend of Federal programs in 
other areas and, indeed, on the organizational structure of the Federal Govern- 
ment itself. The Treasury, therefore, strongly urges your committee to care- 
fully consider the implications of certain provisions of H.R. 3460 in its present 
form before making its recommendations to the Senate. 

We believe that the issuance of obligations of the TVA should be subject to 
the approval of the Secretary of the Treasury, and TVA’s proposed capital 
expenditure plans should be subject to executive and legislative review within 
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the framework of the Government Corporation Control Act. Since the latter 
point is of primary concern to the Bureau of the Budget, I will confine my re. 
marks to the question of Treasury approval of TVA financing. 

The major reason for exempting TVA from Treasury approval of its financing 
operations seems to be a concern that the Treasury would use this authority 
to delay or otherwise hamper any necessary expansion of TVA’s power facilities, 
I can assure you that the Secretary of the Treasury’s authority over the finane- 
ing activities of Government corporations under the Government Corporation 
Control Act is not used for that purpose and would not be so used in connection 
with TVA capital expansion. Other agencies conduct their financing effectively 
under the act at the present time. The Treasury is concerned solely with the 
need to coordinate the complex financing operations of the various segments of 
the Federal Government. The authority is used for no other purpose. Any 
belief to the contrary can only be based on a misconception as to the extent 
of the Secretary’s authority and how it actually works in practice. This I 
would like to review briefly. 

It is assumed that the directors of TVA would be able to anticipate their 
financing needs and would discuss with the Treasury Department and reach 
an agreement as to the type and amount of bonds to be offered and the pro- 
cedures to be followed. Bonds might be offered with a fixed coupon rate and 
at a fixed price. An underwriting might be arranged in advance. Bonds might 
be offered for competitive bidding either at a fixed interest rate or with both the 
interest rate and price to be named in the bids. When these matters have been 
agreed upon the procedure will be very simple. If the interest rate and price 
are agreed upon in advance, there is nothing more to be done. If bonds are to 
be offered for competitive bidding, the only question will be whether the best 
bid is acceptable. Presumably TVA in offering the bonds will reserve the right 
to reject all bids, but if a bid is received which is acceptable to TVA, the maiter 
of getting Treasury approval presents no problem. The Treasury approval 
would be withheld only in the unlikely case of a bid which would be completely 
out of line with the market, and it is almost certain that such a bid would be 
just as unacceptable to TVA as it would be to the Treasury. Approval could 
be given by an exchange of letters or by a telephone conversation confirmed by 
letter. The Treasury has indicated to TVA that it will act at the outside 
within 3 working days, and in the usual case it will be a matter of a few min- 
utes or at the most a few hours. 

The important point to remember in this entire financing project is that the 
purpose for which the funds will be used does not enter into the discussion. 
This is the responsibility of the agency under its statutory authority. The 
Treasury’s responsibility is only to maintain orderly Federal financing opera- 
tions and procedures, an objective which is in the best interest of the respective 
agencies as well as of the Government as a whole. In the case of TVA, I think 
there can be no question of the fact that the bonds will receive a better market 
reception and will be sold to better advantage if they are approved by the 
Secretary of the Treasury than they will be if such approval is not required. 

The financing activities of Federal agencies and corporations have expanded 
rapidly in recent years. The amount outstanding of nonguaranteed securities 
issued by Federal agencies has increased from $2 billion in 1953 to over $6.5 
billion at the present time. During 1958 alone the volume of nonguaranteed 
securities issued was $5.5 billion in borrowing operations. It is becoming more 
and more essential that these complex financing operations be coordinated by a 
central authority. As chief financial officer of the Government, it is essential 
that the Secretary of the Treasury have this responsibility to be discharged 
in the best interest of the Federal Government and its constituent agencies. 
The alternative would be increasing chaos in public financing operations to the 
detriment of the public credit, as well as individual agency program objectives. 

The public debt of the United States has now reached a total of $285 billion, 
an amount equal to 60 percent of our gross national product. The management 
of this tremendous debt in fiscal 1959 required the issuance of $69 billion of 
marketable obligations (exclusive of the rollover of regular weekly Treasury 
bill offerings of about $22 billion), to refund maturing obligations and to pro- 
vide for additional new cash needs. This requires the Treasury to be almost 
continually in the market. When the additional $5.5 billion of nonguaranteed 
issues of Federal corporations are added to this total, the importance of main- 
taining properly coordinated direction of Government financing operations 
becomes clearly evident. 
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Senator Kerr. Thank you very much, Mr. Robbins. 

(Discussion off the record.) 

Senator Kerr. Mr. Haycock and Mr. Muhonen of the General Ac- 
counting Office. Who is the spokesman for this distinguished group? 


STATEMENT OF E. W. MUHONEN, ASSISTANT DIRECTOR, CIVIL 
ACCOUNTING AND AUDITING DIVISION, GENERAL ACCOUNTING 
OFFICE; ACCOMPANIED BY S. P. HAYCOCE, ASSISTANT GENERAL 
COUNSEL; AND VICTOR L. LOWE, SUPERVISORY ACCOUNTANT, 
CIVIL ACCOUNTING AND AUDITING DIVISION 


Mr. Munonen. I am E. W. Muhonen, Assistant Director of Civil 
Accounting and Auditing Division, General Accounting Office. I have 
responsibility for direction of audit work on TVA and certain other 
agencies. 

Senator Kerr. You may be seated and be at ease and read your 
statement, or abbreviate it, as you see fit. 

Mr. Munonen. Mr. Chairman and members of the subcommittee 
we appreciate the opportunity to appear before your subcommittee 
in connection with S. 931 and H.R. 3460. With me today are Mr. S. P. 
Haycock, Assistant General Counsel, and Mr. Victor L. Lowe, Super- 
visory Accountant, Civil Accounting and Auditing Division. 

The purpose of the bills is to authorize the Tennessee Valley Au- 
thority to issue and sell its own revenue bonds to finance the construc- 
tion, acquisition, or replacement of power-generating facilities, and 
for other purposes incidental thereto. 

We have previously submitted our written comments to the chair- 
man, Committee on Public Works, U.S. Senate, on S. 931, 86th Con- 
gress, and on S. 1869 and S. 2145, similar bills introduced in the 85th 
Congress. Our comments on S. 931 were made in a letter dated 
March 5, 1959; on S. 1869 in a letter dated April 26, 1957; and on S. 
2145 in a letter dated June 17, 1957. These comments were submitted 
prior to any action taken by the committee on the bills. 

Our position then, as now, is that it is basically undesirable to 
amend the TVA Act of 1933 in order to authorize the TVA to issue 
its own obligations to the public for the purpose of obtaining funds 
to finance the construction or acquisition of facilities for the genera- 
tion or transmission of electric power. 

In our opinion, Government activities of this character should be 
financed through appropriations made by the Congress. If, to obtain 
needed funds, borrowing from the public is necessary, the Secretary 
of the Treasury should perform this function under the authority of 
the Second Liberty Loan Act, as amended. This act provides, among 
other things, a limitation on the total amount of direct and guaran- 
teed obligations which may be outstanding at any one time. Under 
the proposed legislation, the borrowing authority of TVA would be 
outside of the public debt ceiling and, as a result, the true financial 
facts of the Government’s debt position would be obscured. 

By using the appropriation method of financing, two important re- 
sults are achieved. First, the Congress is placed in a position to re- 
view, annually, TVA needs which can be weighed against. the overall 
picture of revenue and expenditures of the Government. Second, any 
borrowings necessary to fund the appropriations granted by the Con- 
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ess will be handled by the Treasury Department and treated and 
isclosed as a part of the public debt of the Federal Government. 

ne would be given the corporation under section 15d(a) to 
enter into binding covenants with the holders of its bonds with re- 
spect to the establishment of reserve funds, charges for supply of 
power, the application and use of net power proceeds, restrictions, or 
stipulations upon the subsequent issuance of bonds or the execution 
of leases relating to power properties, and such other matters, not in- 
consistent with the TVA Act, as the TVA may deem necessary or 
desirable to enhance the marketability of the bonds. We have con- 
siderable concern over the possible effect of this provision, particularly 
as it relates to the charges for power and the application and use of 
net power proceeds, for the reason that it could result in the bond- 
holders having a strong control over the power operations of the 
TVA. We believe such control would not be desirable in view of 
TVA/’s status as a wholly owned Government agency and the fact 
that about half of its power output is presently sold to the U.S. Goy- 
ernment. 

Section 15d(b) provides that the obligations issued by the TVA 
would not be obligations of, or guaranteed by, the United States. 
However, despite such a declaration, we think that, so far as the in- 
vesting public is concerned, they would be regarded as obligations of 
the U.S. Government and, as a practical matter, they would be moral 
and ae obligations of the United States, since they would be 
issued by a wholly owned and controlled corporate instrumentality of 


the U.S. Government. 
The corporation would be authorized by the language in section 
15d(c) to arrange for audits of its accounts and for reports concern- 


ing its financial condition and operations by commercial accounting 
firms, in addition to the audits and reports required by sections 105 
and 106 of the Government Corporation Control Act, 1945. H.R. 
3460 was amended in committee to require that such audits be made 
by certified public accountants. Insofar as the granting of authority 
to engage private accounting firms is concerned, we doubt such au- 
thority is necessary and have no reason to believe that the audit per- 
formed by the General Accounting Office will not serve the purposes 
of the TVA and prospective investors. However, should such au- 
thority be deemed desirable, we believe that the law should provide 
for its exercise subject to the specific concurrence of the Comptroller 
General in order to assure avoidance of duplication and to assure con- 
sistent classifications of revenues and expenditures in the determina- 
tion of net power proceeds for all purposes. 

This section would also exempt TVA from the provisions of sections 
302 and 303 of the Government Corporation Control Act, 1945, which 
act was enacted by the Congress in order to exercise better controls 
over the corporations of the Government. We do not believe that 
TVA should be exempt from the provisions of these sections of the act. 
Section 303(a) of that act requires the Secretary of the Treasury to 
approve the form, denomination, maturity, interest rate, terms and 
conditions, manner of issuance, and price of all obligations issued 
by Government corporations. The purpose of this provision was to 
formalize existing arrangements for cooperation between Govern- 
ment corporations and the Treasury in the issuance of corporate ob- 
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ligations and to assure unification of the financial policy of the Gov- 
ernment. We do not believe that the fiscal and debt management re- 
sponsibilities of the Treasury Department should be weakened by 
authorizing other Government agencies to enter a field which is a 
normal function of that Department. 

Under the provisions of the Government Corporations Appropria- 
tion Act of 1948 (61 Stat. 576), TVA is required to repay the Gov- 
ernment’s investment of $348,239,240 over a period of 40 years from 
June 30, 1948. The act requires also that new congressional appro- 
priations for power facilities be repaid over a period not to exceed 
40 years after the year in which the facilities go into operation. Sec- 
tion 15d(e) repeals these provisions and in lieu thereof provides for 
annual repayment of a sum of not less than $10 million in reduction 
of the Government’s investment. At the minimum prescribed rate of 
$10 million it would take about 120 years for the Government to re- 
cover its investment in the TVA power program of $1.2 billion at 
June 30, 1958. 

In contrast to the above repayment requirements are those estab- 
lished by law or by administrative policy pursuant to law, on Corps 
of Engineers and Department of Interior multiple-purpose water re- 
sources development projects, including power. These repayment 
requirements provide generally for recovery of project costs allocated 
to commercial power within 50 years from the dates power facilities 
are placed in service. In addition, power rates are required to be 
established to provide interest ranging from 2.5 to 3 percent a year on 
net unrecovered Federal investment in commercial power facilities. 

Pertinent audit reports of the General Accounting Office have 
consistently recommended that Federal commercial power projects 
should be self-supporting and self-liquidating. We have, however, 
deemed payout period requirements matters of policy for determina- 
tion of the Congress and, therefore, have made no recommendation 
in connection therewith. 

Another aspect of the bill which gives us some concern is the 
authority given by section 15d(g), which would permit the corpora- 
tion to convey real property and to perform engineering and con- 
struction services in connection with the construction of a generatin 
plant or other facilities when the plant output is to be purchase 
or the plant itself is to be purchased or leased by TVA. This language 
would authorize TVA to convey an entire plant or other facility wi 
the only criteria being that the TVA enter into a lease or lease- 
purchase agreement, or an agreement for the purchase of power 
output. We see no reason why the authority to convey real property 
should not be restricted to unimproved real property, and if the 
Congress so intends, we believe the bill should provide that TVA 
receive fair market value both for such property and for such engi- 
neering and other work as it may perform. 

That is the end of our prepared statement. We would be happy to 
consider any questions. 

Senator Kerr. Thank you, Mr. Muhonen. We appreciate your 
appearing here before us. 

General Herbert D. Vogel, Chairman of the Board of the Tennessee 
Valley Authority. 
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STATEMENT OF BRIG. GEN. HERBERT D. VOGEL, CHAIRMAN OF THE 
BOARD, TENNESSEE VALLEY AUTHORITY 


General Voce,. Mr. Chairman, and Senators, I come before you 
with no prepared statement. If I had one, I would not have the 
temerity to read it because it would be largely historical in back- 
ground, and the presentation made this morning by the able Senators 
from Alabama were so far superior to what I could make that I would 
not attempt to speak. 

There are some things, however, that as Chairman of the Board, I 
feel I should say to this committee. 

First, we come to you in a position of direst need. In spite of the 
testimony just given you by the representative of the General Ac- 
counting Office, we find that the only way we can hope to obtain 
enough money to finance our future growth within the Tennessee 
Valley is by the sale of revenue bonds. 

This has been recommended by the President four times since 
1955, and I am sure it represents the position of the administration. 

Now we as an organization have a very deep-seated responsibility. 
It is a responsibility given to us by the Congress of the United States, 
and we cannot regard it lightly. 

Basically it is to evil an adequate source of power within an 
area of the United States, a very vital area in connection with its 
economy, growth, and defense, in order that that area may continue 
to grow and add to the strength of the Nation as a whole. 

If we were a private power organization, we would be required 
to meet the requirements of growth. We have a similar responsibil- 
ity, in this connection. There is a responsibility upon the executive 
branch of Government and upon the Congress too. We share the 
responsibility, so to speak, but it bears, nonetheless, vitally upon us. 

We are asking that we be given authority to issue revenue bonds 
totaling up to $750 million, in order that we may expand our facili- 
ties as required, at an estimated rate of about 12 percent a year. 

That will take care of perhaps the next 4 or 5 years’ growth, as 
Mr. Schwartz of the Budget Bureau has testified. We now have a 
capacity in our power system of 10,800,000 kilowatts. 

Senator Kerr. Would you repeat that statement, General ? 

General Voce. I beg your pardon. 

Senator Kerr. Repeat that figure, please, sir. 

General Voceu. 10,800,000 kilowatts capacity. Approximately 
one-third of that capacity, or over 3 million kilowatts is dedicated to 
providing power for the Atomic Energy Commission and defense 
agencies of the U.S. Government. 

We produce a total of about 60 billion kilowatt-hours a year, and 
over half of that energy is dedicated to the uses of the Federal 
Government. 

Taking the 3 million kilowatts or so of capacity dedicated to the 
uses of the Government from a 10,800,000 kilowatts total, there is 
left a balance of somewhere near 8 million kilowatts. 

Now I have told you that we are growing at the rate of about 12 
percent a year. Multiplying that figure out, it would come to—well, 
we could round it off at perhaps 1 million kilowatts. But conserva- 
tively we have estimated that in the next year or two our load will 
grow by some 800,000 to 1 million kilowatts per year. 
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This will cost in the neighborhood of $150 to $250 million per year. 
With no other way to obtain funds adequate to meet this obligation, 
we are coming to you for authority to sell revenue bonds. 

A number of points have been brought up during the testimony 
that I have heard today, some of which I would like to touch upon. 

The bill as drafted is of course not perfect. I doubt if any legis- 
lation could be perfect, and there are several things that appear on 
the face of it that should be considered for correction. 

In connection with the territorial limits provision which we find 
on page 2, some proposed amendments have been offered by Mr. 
Staats of the Bureau of the Budget which are extremely useful in 
clearing up two of the points of ambiguity but this provision still 
raises a number of problems. 

I might tell you in this connection that in the past 14 or 15 years 
the area served by the municipal and cooperative distributors of 
TVA power has not expanded appreciably, or I might almost say 
noticeably. However, it has not always been easy to resist expansion. 

As a result of free advertising given us in recent years by some 
elements of the power industry of the United States, we have had 
so many applications from areas which desire to be served that 
it has taken a real effort on the part of the Board to resist them. 
We have on file some 25 applications received within the last few years 
from communities which say they would like to qualify for TVA 
service. 

Senator Cooper. How many? 

General VocEe.. Some 25, sir. 

Senator Ranpoipu. General, were you speaking facetiously about 
the advertising by the power industry ? 

General Voce. No I am not, sir. 

Senator Ranporpn. I wanted to clarify that point. 

General Voce. I am not, sir. It might be taken that way, but I 
mean that the advertising which has been done in pointing out—and 
again this is not facetious—the excellent job that the Tennesse Valley 
Authority has done in producing power to be sold at low rates has 
caused the people adjoining us to come to us and ask that they be 
included. 

Senator Ranvotpu. I understand. 

Senator Kerr. You mean the advertising that the utilities have 
done, not that you have done? 

General Vocren. You are right, sir. No, we do not advertise, as 
you know. 

Senator Kerr. In other words, if you are a menace to them, it is 
because of the wonderful buildup they have given you ? 

General Vocrei. Well, we have had, as I say, some fine advertising. 
In connection with the proposed area limitation provision, it would 
seem to me that we as a Board might be more willing than Congress 
to accept this opportunity to pass to the Congress responsibility for 
— these hard decisions, these refusals to people who wish to be 
served. 

But some more about the way the law is proposed. I don’t know 
that I want to talk too much about the provisions that relate to budget- 
ary processes except that I would like to say this. 
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We of the Tennessee Valley Authority, and I speak for the other 
member of the Board, have no desire to sidestep or to evade the 
appropriate provisions of the Government Corporations Control Act, 
We ask for no favors. We ask for the tools that we need to do the job 
and we believe that we can do the job with the tools that conform 
to the practices which this committee decides that we should follow. 

We realize, as I said before, that along with our responsibility 
there is a responsibility resting upon the Executive Office of the Presi- 
dent, a responsibility resting upon the Congress. We believe that 
there are ways in which we can be given sufficient authority to meet 
our responsiblity that you have outlined for us in the terms of the 
Tennessee Valley Authority Act. That is all we ask. 

Senator Kerr. In other words, what you are saying is that you 
think we ought to do what we need to do to meet our responsibility, 
and having done so and given you certain authority with whic]: to 
meet yours, you should be permitted to do so. 

General Vocen. I think that is about what I am trying to say, 
Senator. 

We need a degree of flexibility in carrying on our operations, a 
degree of flexibility that is reasonably commensurate with that which 
people conducting any good business would be expected to have. 

We want to be able to take advantage of a favorable money market, 
of a favorable materials market. We want, in other words, to do 
the most efficient and effective job possible to carry out the purposes of 
the Congress as stated in the provision that we create or generate 
power at the lowest possible cost. 

We are running a business, and we must follow, insofar as possible, 
those methods that are known to good businessmen. 

Now a lot has been said about control by the Secretary of the Treas- 
ury, and again, gentlemen, I must tell you that I have some apprehen- 
sions concerning the provision of the bill, as it is written, which says 
on page 6, line 16: 

Provided, That before issuing any bonds hereunder, the Corporation shall ad- 
vise the Secretary of the Treasury with respect to the amounts and terms of 
bonds to be issued, and the proposed date of the sale thereof, and if the Secre- 
tary within 15 days after receiving such advice shall request deferral of the 
sale thereof for a period not in excess of 45 days, the Corporation shall not 
sell the bonds, 
et cetera. 

And then there is an additional 30 days provided. Now Mr. Chair- 
man, I am not a lawyer and I am not a financier. I am only an en- 

neer. 
os But it seems to me that this reflects an unrealistic view of the money 
market, in which things move rather rapidly. If we have to advise the 
Secretary of the Treasury with respect to the amounts and terms of 
bonds to be issued, the only way we can advise him of all the terms, 
which include interest of course, would be after we had received bids 
or after we had completed negotiations, because the money market 
itself determines what the interest will be. 

So presumably after we take bids, and find out what the interest 
rate will be, we advise the Secretary and then wait 15 days. But 
actually those bids would have to be accepted within a couple of hours, 
to be realistic about it. 
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Senator Kerr. In other words, the way the money market is, you are 
telling us that no bid that you get today would necessarily be valid 
unless asked for and resubmitted 1n 15 days. 

General Vockx. I don’t believe any bidders would wait even until 
tomorrow for you to give them an answer, do you, sir? 

Senator Kerr. General, I know they wouldn’t, and I would simply 
agree with you on that without burdening the record with my very 
pronounced views as to why that is so. 

General Vocet. I am not a financier, as I told you, sir. I am speak- 
ing only off the top of my head. 

Senator Kerr. In connection with your responsibility, if I may in- 
terrupt you again, in handling this great utility that is in your charge, 
you and the other members of this Board, you are in a similar position 
tothe management of a private utility, aren’t you ? 

General Vocet. As nearly I think as you could compare the two 
things. 

Semaine Kerr. I didn’t say you were in an identical position. I 
said a similiar position. 

eGneral Vocex. Surely. 

Senator Kerr. Do you know of any other utility serving—how 
many people do you serve, 5 million plus? 

General Vocrt. There are about 5 million residents within that 
area of 80,000 miles which are served by the distributors of TVA 

wer. 

Senator Kerr. Do you know of any other utility that is limited 
in development of its plans to 1 year at a time, and then in the posture 
of not knowing even after the plans are made and tentative approval 
given by higher authority that they might not be changed even in the 
course of the implementation of them ? 

General Voce. I think that the need to go ahead is inherent in the 
power-producing game, sir. We try very hard to anticipate the needs 
of the valley, what the load will be as of 3 years hence, because it takes 
that long to build a plant. 

Senator Kerr. Having done that though—— 

General Vocet. Then we may find we were wrong. 

Senator Kerr. Having done that, isn’t it a matter of prudent opera- 
tion to proceed to build to meet those needs determined on the basis 
of the best appraisal you could make of it ? 

General Voce. It is all you can do—as a matter of fact we haven’t 
been wrong very often: 

Senator Kerr. But that is the only way you can do, isn’t it? 

General Voce. That is right. 

Senator Kerr. That is the only way you can do, isn’t it? 

General Vocex. That is right, if you are going to be safely able to 
meet the loads. 

Senator Kerr. If you are going to have a need 3 years from now, 
you can’t wait until 3 years from now to meet that wan can you? 

General Voce. No; indeed you cannot. 

I might point out in that connection that as of the end of this year, 
1959, we will have a slight amount of capacity over load requirements. 
By the next year, 1960-61, we will be almost even in meeting our re- 
quirements. 
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In 1961-62 we will encounter a small deficiency, and that wil] 
amount to about a million kilowatts by the following year if we do not 
install any more than we have now under construction. That I think 
points up how we have to plan ahead, and why right now we are com- 
ing to you and saying that this is an imperative thing. It is necessary 
that we receive some action in the Congress this year. 

Senator Kerr. } 

General Voceu. There is one more point that I want to bring up, 
and then I will be happy to submit myself to any further question- 
ing. It hastodo with the annual payback of $10 million a year. 

I am sure that a good many of you gentlemen realize, some perhaps 
do not, that under the Tennessee Valley Authority Act as it stants 
today, we are not required to pay any interest on the appropriations 
investment. That is the will of Congress. That is the way we have 
accepted it. 

In asking you for this authority to issue revenue bonds, we have 
also asked ka authority to pay a return to the Government equivalent 
to the interest on that appropriation investment, an interest rate which, 
calculated at the going rate, is now about 3 percent. 

Now at the present time we are repaying to the Government, on the 
average, 214 percent of the appropriation investment in order that 
we may amortize each element of plant and facilities within 40 years 
from the time it went into operation. Two and a half percent of the 
basic investment of $1,200 million, which has been mentioned earlier, 
is $30 million a year that we are presently returning to the Govern- 
ment. 

If we make a return equivalent to present interest on the $1.2 billion, 
that will amount to some $36 million per annum, and added to that we 
will pay another $10 million in amortization, a total of $46 million 
against the $30 million which we are paying to the Treasury of the 
United States at present. 

I think that is overlooked by many people who point out the fact 
that at $10 million a year it will require 120 years to pay off this invest- 
ment. 

Senator Kerr. Actually that amount of money on the basis of exist- 
ing law, which does not require interest, could pay the balance off in 
less than 40 years, couldn’t it? 

General Vocen. That is right; and, of course, extending these pay- 
ments, as it has been expressed, over 120 years, paying a return equiva- 
lents to interest all the time, would be a much better deal for Uncle Sam 
than he is getting now, where it would all be paid off in 40 years. 

I think you understand that. I might indicate too, on that point, 
that it seems to me that the United States, as the owner of this, should 
maintain an equity investment in the system. Therefore it might be 
well to figure repayment only down to, say, 50 percent of the Treasury 
investment in powerplants. One-half of the present value is about 
$600 million, which makes further sense because it is about equal to 
the value of the plant that is required to serve the needs of the U.S. 
Government. 

Gentlemen, I think that covers the main points that I have at hand 
at the moment. 

Senator Kerr. Thank you very much, General. Are there ques- 
tions by the committee? 
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Senator Ranpotex. Mr. Chairman. 

Senator Kerr. The Senator from West Virginia. 

Senator Ranpotpu. General Vogel, were you present this morning 
when Mr. Statts of the Bureau of the Budget complimented the 
Tennessee Valley Authority upon its proficiency of management? 

General Voce... Yes, sir; I was. 

Senator Ranpotpu. I indicated at the time that compaints had come 
to me in reference to policy in connection with the purchase of coal. 
I said perhaps I would discuss that later, and that it would be de- 
veloped by a witness or witnesses tomorrow morning in some detail. 

However, while you are before the subcommittee, I wonder if I 
might say for the record—and you could substantiate it or differ with 
my statement—that the Tennessee Valley Authority at the present 
time is purchasing coal from a company which, by an order of the 
court, has no right to be in the business of selling coal to an agency 
of the Federal Government because it has violated the Walsh-Healey 
Public Contracts Act. Yet that company is selling coal, or let us 
put it another way: The Tennessee Valley Authority is purchasing 
coal from that company which is cdma with Senngen for wage, 
safety, and health standards set by the act. 

Are you familiar with the situation to which I refer? 

General Vocex. I am not familiar with the case you refer to, Mr. 
Randolph. I know that Mr. Kampmeier, who is here and who closely 
follows our coal purchasing, is familiar with such matters. I would 
presume that if we are purchasing coal from a company which is not 
complying with the Walsh-Healey Act, that it is in very small 
amounts of spot purchases, and that we are not making any long- 
term contracts with such a contractor. 

We are allowed under the law to make a certain percentage of spot 
coal purchases. 

Senator Ranpoteuw. Under $10,000. 

General Voce... Yes, sir. Under $10,000. The details of that I 
would really prefer to have Mr. Kampmeier give you. 

Senator Ranpotpu. And Mr. Kampmeier will be here tomorrow ? 

General Vocet. He will be here tomorrow, yes, sir. 

Senator Ranvoteu. I just say, Mr. Chairman, that we in West 
Virginia are concerned constantly about the problems within our coal 
industry. When we seem to find markets for coal that could be pur- 
chased in West Virginia, and find that apparently purchase is being 
made elsewhere, possibly in violation of a court order in this in- 
stance, it concerns me and concerns West Virginians generally. 
These may be among the causes of depressed economic conditions in 
the coal-producing areas of my State and neighboring States. 
Thank you, Mr. Chairman. 

General Voce. I would like to go back to one point, Senator, be- 
fore I leave if I may, because as I told you, this matter of the way we 
shall coordinate our activities with the Treasury I think is one of 
major importance. 

I would like to make it clear that we do recognize the resposibilities 
of the Treasury of the United States relating to the whole financial 
system of the country, and at the same time I feel that the provision 
as written in the bill at present is not workable. 

The problem seems to be to devise langugage which will continue 
to foster the kind of faith and confidence that we need among the 
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departments and agencies of this great Government, in order that we 

ae together and understand each other’s needs and solve the 
roblems. 

. I think that the proposal embodied in the bill comes — close 

to that. It seems to me that the Treasury is trying to find an answer. 

I know we are trying to find one, and we turn to you with respect for 

your superior wisdom to work this out for all of us. 

Senator Kerr. I want to thank you for that, General, and tell you 
that this committee is in accord with your expression of opinion that 
we have superior judgment, but I must remind you that neither the 
Treasury nor the Budget Bureau share that confidence. 

I would like to ask you a question or two, General. 

General Voce. Yes, sir. 

Senator Kerr. What is the length of the channel that is navigable 
in the Tennessee Valley ? 

General Vocet. It is navigable all the way from Paducah to Knox- 
ville, and a little beyond, a distance of about 625 miles, sir. 

Senator Kerr. Now you heard the statement of Senator Hill that 
in 1958 the channel carried 2 billion ton-miles of traffic? 

General Vocet. Yes, sir. 

Senator Kerr. Generally speaking, is that over the entire 625 mile, 
or is a major part of it over a distance of much less than that? 

General Vocret. The major part, as I am sure you would expect, is 
at the lower end of the river. Traffic on the upper part of the river 
toward Knoxville has not been developed as ful y as I would like to 


see it, and as I am sure it will be developed in the future. 
There is a tremendous amount of grain that moves to around 
Guntersville, and up to Chattanooga. A tremendous milling busi- 


ness has developed in that area and the channel is providing a means 
of bringing down grain from the Midwest. 

This encourages the poultry business. The poultry business in a 
short time encouraged the farmers of Alabama and Georgia to start 
planting grain themselves. But that has not cut off the flow from the 
Midwest. It is still coming in. 

Senator Kerr. What part of that traffic would you say is handled 
on what > of that channel where the heaviest part of it is? 

General Vocet. The heaviest traffic is from the confluence of the 
Tennessee River with the Ohio at Paducah to about Guntersville, | 
would say. 

Senator Kerr. Guntersville, Ala. ? 

General Voce. Alabama. 

Senator Kerr. A distance of what? 

General Vocrn. Close to 370 miles they tell me. 

Senator Kerr. What part of that traffic would you say is handled 
on that 370-mile distance ? 

General Voce. I am just guessing now, Senator. I would imagine 
70 percent of it. 

Senator Kerr. You heard me say this morning I was going to ask 
somebody from the TVA to tell me what the population of the area 
was in 1933, and what it is now. 

General Vocen. Yes, sir; we are going to get that for you. 

Senator Kerr. You have not yet gotten it ? i 
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General Vocet. No; I don’t have it yet. We will get it though, 
and insert it. at the point where Senator Hill discussed it this morning. 

Senator Kerr. Are there other questions of General Vogel ? 

General Voce.. I would much rather tell you something I know 
more about than the growth of population. For example, the growth 
of the industry along the river, I think, is a fascinating story. 

Senator Kerr. Now what is the annual rate of growth of industry? 

General Vocex. It is growing in geometric proportions. 

Senator Kerr. Give it to me in terms of 

General Voce. Since about 1940 there has been installed around 
$750 million worth of industry along the waterway. At least 40 per- 
cent of that total has occurred within the last 3 years. 

Senator Kerr. Then the annual growth of industry in the last 3 
years would be how much a year? Forty percent of $750 million is 
$300 million. Would that be $100 million ? 

General VoceL. About $100 million a year. 

Senator Kerr. $100 million a year. Is that in the 70 percent—— 

General Vocet. That is mostly in the area working up toward Chat- 
tanooga. <A great deal of industry has gone in around Chattanooga. 
We are getting some industry around Knoxville. 

Senator Kerr. That is the amount of industrial growth right along 
the river? 

General Vocet. That is right on the river; yes, sir. 

Senator Kerr. What amount would you say per year has occurred, 
what amount of increase per year has occurred in the service area of 
the Tennessee River that is navigable, viewed in whole or in part to 
the development of the river? 

General Voce. I just called for help and I am told that we don’t 
have the figures here, Senator. May we get those figures for you? 

Senator Kerr. Yes. Will you have those perhaps tomorrow ? 

General Voce. Yes, sir; we will see that you get them. 

(The requested information is as follows:) 


Private investment in Tennessee River waterfront industries and terminals, 
1933 through 1958 


bs Investment, Average 
New plants new and amount of 

expanded increase 

plants ! per year 


74, 000, 000 12, 333, 000 
659, 000,000 | 109, 833, 000 
742, 000, 000 


Investment in new and ee plant has been obtained from published sources where available; 
otherwise it has been estimated. 


In regard to the question concerning the impact of Tennessee River naviga- 
tion on industry located off the waterway or out of the valley, information 
needed to arrive at an overall answer is unavailable. There is, however, infor- 
mation concerning particular types of industry, an example of which is the 
recent article “Barges and Broilers” which was published in the trade magazine, 
Broiler Industry, May 1959. 

This article points out how ‘“* * * a new waterway system largely created by the 
TVA-improved Tennessee River, taps the golden grain belt of the Midwest by 


42058—-59—-—-8 
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way of the Mississippi and its northern tributaries, and siphons grain into the 
feed-hungry Southeast.” This low-cost transportation of grain has led to a 
phenomenal expansion of the poultry industry as well as livestock and dairy 
industries in the South. For the most part these industries are centered off the 
waterway. 


In further appraisal of the influence of the waterway, 3 out of every 4 tons 
of traffic that move on the Tennessee either originate or are destined to points 
outside the valley. The trade area affected by the waterway’s traffic encom- 
passes some 30 States. 


Transportation savings on 1957 traffic accruing to shippers and consumers out- 
side the Tennessee Valley amounted to $20.9 million, or about 96 percent of the 
total estimated savings. 

Senator Kerr. Are there any further questions of General Vogel? 

Senator Coorer. I would like to compliment you on your very con- 
cise presentation. 

I would like to join with Senator Randolph in saying that the coal 

roducers of Kentucky have been quite critical about the coal-purchas- 
ing policies of TVA, and I hope that during these hearings TVA will 
nalenis a statement explaining its policies. 

General Vocet. We would be glad to have a statement prepared. 
We would be glad to make a full statement, if it is desired that we 
furnish it for the record, Senator. 

I would like to say in that connection that we are following the 
usual course of Government business in advertising for our purchases, 
and we of course award to the lowest bidder. The low bid is deter- 
mined on the basis of the heat content of the coal that is offered. We 
know that many times there are people who are dissatisfied, but, at the 
same time, we have no way of doing business other than as prescribed 
for a Government organization. 


Senator Kerr. Thank you. 

General. Vocret. Of course, we are trying our best in all our efforts 
to do business at the lowest possible cost, in order that we may accom- 
plish the ends set for us by Congress, as I have stated before, to pro- 
duce and sell ae at the lowest possible cost. 


Senator Coorrr. There are just two matters I want to speak of 
briefly. One is this question regarding the Treasury’s interest in 
financing. 

Now you have said that if the TVA should negotiate a sale of bonds, 
and was then required to secure approval from the Treasury, your 
prior negotiations might fall. 

However, considering the fact that the Government must finance 
its operations, and of course that is more important than TVA, the total 
financing of the Government is more important than TVA financing, 
what would you think about discussing your needs with the Treasury 
as to time, terms, and so forth, before you begin negotiations for sale ? 

General Voce. Senator Cooper, that is not a problem. We would 
want to do it and we would do it. We would request permission to 
do it. 

We feel we would gain by consultation with the Treasury. 

I might remind you that we have a convenient Washington office, 
and we are human beings, and I think we understand human relations, 
and we can talk with the — in the Treasury. I feel sure we can 
work out a modus operandi of coming to an understanding with them 
on these problems. The problem is to write a law which insures a con- 
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tinuance of the kind of confidence that we must have in order to do 
business. 

Senator Coorrr. One other question. Suppose an amendment should 
be adopted which would provide for the payment of $20 million a year. 
Could the TVA pay $20 million? 

Senator Kerr. That is over and above the interest ? 

Senator Coorrr. Over and above the interest. 

General Vocex. To do that we would have to go out on the money 
market to borrow that much more upon which we would be paying 
interest, and this is not going to be cheap money. 

Senator Cooper. Will the $750 million you are asking for finance 
your projected needs over a period of 5 years? 

General Vocet. We have said 5 years, but as the growth is continu- 
ing, and again it is a geometric kind of growth, it may be only 4 years 
or it might be even less, I suppose. 

Senator Coorer. What do you intend to do with the operating reve- 
nues that come to TVA ? 

General Vocen. The revenues will go of course to augment this $150 
million. We have those in a magnitude of around $30 million a year. 

Senator Kerr. I think the revenues the Senator is asking about are 
those to be produced by the facilities purchased with the $750 million. 

General Voce. That is right. The revenues from those plants 
would be added, of course, after they can be built and put into service. 

Senator Coorer. Considering the net revenues now, and the net addi- 
tional revenues which you would secure because of new facilities, and 
then deducting the interest that the bill would provide, could you pay 
$20 million instead of $10 million ? 

General Vocer. Well, I dare say, we could, but only by borrowing 
more money and running against our ceiling a little quicker? 

Senator Kerr. Or paying it back from those you borrowed from 
on the revenue bonds over a longer period ? 

General Vocen. Perhaps so. 

Senator Kerr. Are there further questions? Thank you very much, 
General. 

Mr. G. O. Wessenauer, manager of power of the Tennessee Valley 
Authority. 


STATEMENT OF G. 0. WESSENAUER, MANAGER OF POWER, 
TENNESSEE VALLEY AUTHORITY 


Mr. Wessenaver. Mr. Chairman, I am the manager of power for 
TVA. Ihave no prepared statement or anything particularly to add 
to what Chairman Vogel has already discussed with the committee. 

I am familiar with much of the detail of the operations. If the 
committee has any questions on the power program of TVA, I of course 
will be glad to respond. 

Senator Kerr. I have no question except those I have asked, and 
which I have been advised the answers will be forthcoming tomorrow. 

Are there questions from other members ? 

Thank you very much, Mr. Wessenauer. 

Mr. S. R. Finley, general superintendent of Electric Power Board 
of Chattanooga, Tenn. Mr. Finley, we regard you as an old friend 
and are glad to have you. 
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STATEMENT OF S. R. FINLEY, GENERAL SUPERINTENDENT OF THE 
ELECTRIC POWER BOARD OF CHATTANOOGA, TENN. 


Mr. Frxtey. Thank you, sir. 
Mr. Chairman, in view of the lateness of the hour and the fact that 
I have submitted a written statement, which I believe has been dis- 
tributed to the committee, I would be glad to be as brief as possible, 
or just submit to any questions. 
enator Kerr. We will be glad to have you submit your statement 
let members of the committee ask you questions, if they would like. 
(The statement referred to follows :) 


STATEMENT oF S. R. FINLEY, GENERAL SUPERINTENDENT OF THE ELECTRIC Power 
BOARD OF CHATTANOOGA, TENN. 


Mr. Chairman, committee members, my name is S. R. Finley, general super- 
intendent of the Electric Power Board of Chattanooga, Tenn. In appearing 
before you I represent my own board and also the Tennessee Valley Committee 
for the TVA bond bill. 

Our Electric Power Board of Chattanooga is TVA’s largest distributor of 
electricity. We serve 82,000 customers, and in fiscal 1958 purchased from TVA 
an amount of 2,286,927,662 kilowatt-hours of electricity for which we paid them 
$9,482,273—an ayerage rate of 4.12 mills per kilowatt-hour. We purchase all 
our power requirements from TVA and have a contract with them which expires 
in January 1969. We began service under it in January 1939. Our board 
serves an area of 500 square miles and approximately 6,000 of our customers are 
in the State of Georgia—Chattanooga being a State-line city. I cite these facts 
to show our board’s deep interest in legislation affecting the Tennessee Valley 
Authority. 

The Tennessee Valley Committee for the TVA bond bill is composed of rep- 
resentatives from six Tennessee Valley organizations who have a sincere interest 
in legislation affecting the TVA. These six groups are the Tennessee Valley 
Public Power Association, an organization of the 150 municipal and cooperative 
distributors of TVA power who in fiscal, 1958 purchased 18,697,171,372 kilowatt- 
hours from TVA for which they paid to TVA $80,686,929—an average rate of 
4.32 mills per kilowatt-hour. They serve 1,509,357 consumers located in the 
TVA service area. These purchases represented a 11.4 percent increase over 
fiscal 1957, and were 33 percent of TVA’s total sales of electricity. The others 
in our committee are the Tennessee Rural Electric Cooperative Association, an 
organization of REA financed rural electric cooperatives; the Citizens for TVA, 
a Tennessee Valley group whose principal purpose is to furnish factual informa- 
tion concerning TVA; the Tennessee AFL-CIO State Labor Council; the Ten- 
nesse Municipal League, and the Tennessee Valley Associated Chambers of 
Commerce, a group of valley chambers of commerce whose chif purpose is to 
combat the U.S..Chamber of Commerce objective of destroying TVA. The sole 
purpose of our committee is to support and urge prompt passage of the TVA 
bond bill (S. 931) now before this honorable committee. 

To the over 6 millon people in the TVA service area, this TVA bond bill is a 
most important piece of congressional legislation. Thus, any minimum number 
of witnesses from the valley to appear before you does not, I assure you, indi- 
eate a lack of interest in the bill. Instead, it is indicative of our appreciation of 
being heard and a recognition of the valuable time of the committee. We realize 
that many witnesses, which we could easily furnish, would only result in repe- 
tition of the same viewpoints, perhaps some not too relevant statements, and 
further impose upon your graciousness in allowing us to be heard. 

We are aware that an almost exact similarly worded bill was passed by the 
Senate in 1957 by a vote of 61 to 20, but was not acted upon by the House. We 
are also aware that, in addition to the hearings before this committee in June 
1957, hearings were also had by this committee upon a bill on the same subject 
in July 1955. Additionally, of course, we are aware of the House passage by a 
vote of 241 to 170 on May 7 last, of a bill greatly similar to this S. 931. Thus, to 
us and to some members of this committee, the TVA bond bill is very familiar 
and they are well informed upon it. However, S. 931 is an important piece of 
legislation and we commend the committee for these hearings. If for no other 
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reason, they allow an opportunity for the new members of the committee to 
become informed about the bill, its purposes, and about the TVA, the wholly 
owned Government project to which it relates. 

S. 931 represents a reasonable compromise of many conflicting views upon the 
matter of future financing of TVA’s needed additional electricity facilities. In 
effect, it encompasses other important TVA matters. Also the bill now before 
the committee alters some of the basic philosophy encompassed in the original 
1933 act, and later amendments. Many of us in the Tennessee Valley have been 
concerned about these proposed changes. However, we have since 1954 fore- 
seen a need for a new way of financing the TVA’s normal electricity growth 
needs. We were aware of the changing political climate, the growing difficulty 
of the appropriation method for new capital additions’ funds, the continually 
mounting severe and sometimes unfair and unfactual attacks upon TVA. Now 
we agree that the revenue bond method for future normal TVA electrical growth 
needs is the best way to finance these needs. Thus, we favor enactment of 
S. 931 into law. 

The electricity supply of any region is an important part of its economic life. 
This supply must grow, because the use of electricity in the home, in the store, 
in business, in industry, is constantly growing. That growth will continue and 
we have nowhere reached the ultimate in the use of electricity. It is a basic 
ingredient of national defense, a necessary tool of business and industry, a neces- 
ity in the home. In this respect, the TVA service area is like any other region, 
its electricity supply is vital—it must grow and be strong and ample. 

I would like, very briefly, to state why we 6 million people in the TVA service 
area are up here before you, why we find ourselves literally in partnership with 
our Government in the matter of our power supply—a most important part 
of our economic life. This comes about from the fact that over 25 years ago 
the Congress created and established the TVA. To it was given a broad charter 
of resource development, built around a planned liesurely development of the 
Tennessee River, its tributaries and the natural resources affected by the river. 
As a part of this great natural resource development and conservation program 
the production of hydroelectricity was planned—it to be available first to the 
U.S. Government, then to State, county, municipal and cooperatively owned 
bodies, and to private industry. Why was the Tennessee River selected for such 
a program? It was chosen because there was then available as a start a plan 
and a most comprehensive survey previously developed by the U.S. Army Engi- 
neers. It was a natural conclusion that electricity would be hydro developed, 
but the production of fuel-generated electricity was not prohibited. 

Thus, when there was in sight a wholesale electricity source, at what to them 
seemed a reasonable price, our over 100 cities, towns and incorporated villages 
began the construction or acquisition of their own electric distribution systems. 
In the rural areas, REA financed cooperatives were formed. In those instances 
where the acquisition by the municipality of existing power systems was ef- 
fected, this was carried out through negotiation and purchase—at a fair price— 
there being no’ instance I know of where condemnation proceedings were uti- 
lized. The Congress itself, in 1939, placed their approval upon this procedure 
by becoming a party to such a program, in purchasing existing hydro and steam 
electric plants and the transmission systems which were in use with them. 

In the cities and towns the acquisition or construction of the local publicly 
owned systems came about only after full discussion and by an affirmative vote of 
the people involved. In the large majority of the rural areas there were then 
no electricity facilities—this type of electric service having been scorned and 
unwanted by the existing privately owned power systems then serving the 
cities and towns. The rural people’s cries and appeal for electric service had 
long gone unheeded—if it could be had at all, it was only at prices and con- 
ditions which were prohibitive. 

This is how the Tennessee Valley became an area of local publicly and co- 
operatively owned power systems. It was not as a result of any so-called 
socialistic movement, or crusade, as has been often charged. In fact, our vote 
of 19,000 to 8,000 to have our own system in Chattanooga was not a move- 
ment led by Socialists. There are not 19,000 or 1,900 or even 19 Socialists in 
Chattanooga. After 22 years of being there, I frankly do not know of a single 
one. I cite this background and history only to refute the stigma which has 
been cast upon our electric power situation by the reference which has been 
made to it as “creeping socialism.” 

In 1940 the war clouds of World War II were clearly visible, and our Nation 
badly needed for national defense an abundant and quick supply of electricity. 
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The TVA project offered an opportunity to get it, and so.an accelerated elec- 
tricity development program was begun there, and was carried forward at top 
speed—efficiently. Just the same as happened all over the Nation, the needs 
of the people and industry served by the TVA power distributors grew and had 
to be provided for. Thus, fuel electric plants came into use. 

Now in 1959 we have a partnership electric system in the Tennessee Valley 
with the production and transmission of electricity the responsibility of the 
Federal Government and its distribution (except to the Government itself, who 
takes over 50 percent of the output) by our 150 publicly and cooperatively 
owned electric systems. They now serve over 1% million consumers. We feel 
we are an important part of this partnership. The entire economy of the area 
has gone forward based upon such a relationship. In this growth, no other part 
of our Nation has suffered. In fact, they have benefited. The U.S. Government 
has benefited. 

Under this partnership program our locally owned systems have grown to 
where we now have assets of $735 million in our systems. This is not incom- 
parable to the $1,194 million of appropriation funds now invested in the TVA 
part of our partnership system. I previously have stated we purchase 33 percent 
of TVA’s electricity output. Our part of the total of our investment and the ap- 
propriation investment exceeds this—being 38 percent. 

We have made our investments and cast our future upon the logical assump- 
tion that there would be no drastic or unneeded basic changes in the TVA Act. 
It has been the Government’s most successful venture. Far and wide TVA has 
been acclaimed by those who know it as a model of governmental efficiency and 
enterprise. Some of the reasons for this have been the ample congressional con- 
trols, the absence of politically minded administration, and the adoption and 
carrying out of sound business methods and procedures. 

The fact that the electricity part of TVA is an enterprise created by Govern- 
ment, as compared with privately owned public utilities is of no particular signifi- 
cance, since both are created for the same purpose—to serve people. The function 
of such public service business is to furnish the services needed in the most effi- 
cient manner and at the lowest cost. This the TVA has done. One of the im- 
portant reasons for this has been the wisdom of the Congress in setting up the 
necessary guideposts of policy to protect the public interest and then seeing that 
the public corporation’s management (TVA) carries out these public policies. 
They have given the management (the TVA Board) this responsibility and al- 
lowed them the flexibility so necessary for any management to have, to be suc- 
cessful—as TVA has been. In a public corporation it is important that these 
equally important lines of responsibility (policy and its carrying out) should not 
be confused, or allowed to conflict. One of management’s important responsi- 
bilities in a public corporation should be the arrangement for capital funds with- 
in the limits of congressional policy. This S. 931 provides for this in a reasonable 
and workable manner. 

Iam not going to address myself to the technical features, nor other parts of the 
bill, upon which my conclusion is there are no conflicts—such as the amount of 
bonds, their terms, conditions, and so forth. Rather, I want to comment briefly 
upon added centrols which have in the past been’ suggested, and undoubtedly 
will again be proposed, and upon which the past history of this proposed bill 
shows differences of opinion. 

One of these is the proposal that issuances of bonds be made subject to Budget 
Bureau approval—by placing TVA authority to do so under the Government Cor- 
poration Control Act. By reference I refer to the so-called “Saltonstall amend- 
ment” rejected in 1957 by a Senate vote of 46 to 37, and more recently last month 
in the House, in connecton with H.R. 3460, by rejection of the so-called Cramer 
amendments upon the same subject by a vote of 170 to 129. Congress by these 
two votes has clearly shown their desire to have TVA free from these politically 
dominated controls. We, in the Tennessee Valley, do not want Budget Bureau 
eontrol over TVA’s bond funds. We find ourselves in complete agreement with 
the expressed statement of Senator Cooper in 1957 when he said that such an 
amendment “would in great measure, if not entirely, defeat the purpose of the 
self-financing bill.” The Bureau of the Budget does not have the technical ability 
to make final judgment about the power needs of the Tennessee Valley, nor does 
it have the accountability to Congress concerning them. This the TVA Board 
has. Regardless of the administration in office our plea to you and to the Con- 
gress is—do not further place TVA under Budget Bureau controls. This test 
of revenue bond financing for TVA will not succeed if this is done. 
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We people in the present TVA service area, who will not suffer under the 
proposed territorial limitations in S. 931, nor the more stringent ones in H.R. 3460, 
see no reason for them. Any conclusions that this bill, without them, encourages 
horizontal TVA service expansion is erroneous. There has been no consequen- 
tial TVA service horizontal expansion in the last 12 years. During this time 
there has been ample opportunity and authority to do so. Boundary lines between 
respective service areas of electric utilities must have some flexibility on account 
of the future unknown wishes of people in those areas who have a right to make 
certain decisions concerning their own problems. Who knows but what some 
day certain TVA service sections may wish to return to private power service? 
I do not believe Chattanooga would, but others might. 

The TVA needs now this alternative method of financing needed new power 
facilities. It cannot continue to finance them from its current revenues. It is 
a large system—growing vertically. In January last it had a peak load of 
9,702,000 kilowatts, and at the time had an assured plant capacity of only 1.8 
percent above this. This is too close. Had an anticipated further cold weather 
situation prevailed, this even too slender margin would have been exhausted. 
TVA should at all times have an assured capability of 10-12 percent over its 
peak load. 

As I close this statement to you, and express appreciation for the opportunity 
to be heard, and respectfully urge you approve S. 931 or H.R. 3460, amended as 
your good judgment determines, let me say that upon July 29, 1958, upon this 
same bill, the then TVA Board of Directors—all of them—appointed by President 
Eisenhower, said in a letter to the Congress: “We welcome the opportunity to 
express our deep concern that the legislation (this same bill) to authorize 
TVA to issue revenue bonds be favorably reported and approved. We believe 
the bill, as approved by the Senate last year, provides a workable basis on which 
to undertake this new means of financing.” 

In a final word, as we people in the TVA service area see it, enactment into 
law of this bill will (1) be an improvement upon the present successful business- 
like corporate structure of TVA, (2) further safeguard the Government’s and our 
investment in this joint partnership venture, (3) provide for, in an orderly 
and sound manner the funds for necessary normal growth additions to TVA’s 
electricity facilities, and (4) greatly reduce, though probably not completely re- 
move, from the congressional scene the annual argument over TVA. Thank you. 


Senator Kerr. I would say to you, Mr. Finley, that you are well 
known to this committee, your views are well known. But I would not 
want to cause you to sit here all day and listen to others both on the 
basis of their statement and in response to questions, and then slow 
you down, any, sir. 

Mr. Fintry. Well, sir, I enjoyed listening, and I have learned a lot 
today, and I think I could be very brief and say that representing my 
board and the people of the Tennessee Valley, we urge that you enact 
this legislation into law quickly. 

Senator Kerr. As passed by the House ? 

Mr. Fintey. As passed by the House, sir, and with such good judg- 
ment as your committee feels it could be improved upon, sir. 

Senator Kerr. Thank you very much, Mr. Finley. Are there 
questions ? 

Mr. Angus McDonald. His statement will be filed for the record. 

(The statement referred to follows :) 


STATEMENT OF ANGUS McDONALD, CooRDINATOR, DIvISION OF LEGISLATIVE 
SERVICES OF THE NATIONAL FARMERS UNION 


Mr. Chairman and members of the committee, as a representative of the 
National Farmers Union, I am appearing here in support of S. 931, a bill spon- 
sored by the chairman of this subcommittee and eight other Senators. This 
legislation which would authorize the issuances of $750 million worth of bonds 
by the TVA Corporation is urgently needed. 

According to our information, the administration has recommended no funds 
for new generating capacity since 1953. TVA, as a result, has been forced to 
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finance capacity from its own funds. At the present time, TVA is reaching 
the limit of its own resources. It is estimated that there will be a 5 percent 
power shortage in the area by the winter of 1961-62. Since about 3 years is 
required to build a large generating plant, it is obvious that action by the Con- 
gress is needed now to avert a major power crisis. 

The National Farmers Union consistently and over a long period of years 
has supported TVA and the yardstick principle. We believe that competition 
is necessary in the electric power industry and while we have never advocated 
federalization of electric power, experience has proved that yardstick plants, 
have been beneficial to not only consumers of electric power but to the private 
electric power industry. Significantly, areas adjacent to TVA and to the Bonne 
ville area enjoy lower electric power rates than areas more distant. 

The result has been that consumers of electric power, because of low rates, 
have been able to purchase vast amounts of electric power on a scale undreamed 
of before the Tennessee Valley Authority and other programs were initiated. 
The result has been prosperity for industry and agriculture and employment 
of hundreds of thousands of people by the electric appliance industries. 

The economy in general has also benefited. Industries dependent on electric 
power have prospered and those manufacturing electrical equipment have bene- 
fited aluminum, copper, and steel manufacturers and in turn have benefited 
mining-related industries. 

Finally, we point out that maintenance and expansion of TVA is necessary 
to national defense. According to our information over half of the power gen- 
erated in the Tennessee Valley is being used for defense purposes. TVA has 
proved to be necessary in time of war and in peacetime to maintain a pros- 
perous economy. Since funds have not been available for TVA capacity, we 
urge that this legislation be approved. 

This bill would allow TVA to finance its expansion in the commercial money 
market. It would not cost the Government of the United States anything, 
and at the same time, because income from the bonds would be subject to 
Federal taxation, would bring funds into the Treasury of the United States. 


Senator Kerr. Mr. Dell has filed his statement. 
(The statement referred to follows :) 


STATEMENT OF RICHARD A. DELL, DIRECTOR, LEGISLATION AND RESEARCH 
DEPARTMENT, NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Chairman and members of the committee, my name is Richard A. Dell. 
I am director of the National Rural Electric Cooperative Association’s legislation 
and research department. The National Rural Electric Cooperative Association 
is the service and trade association representing 94 percent of the rural electric 
systems in the United States. 

I am submitting this statement to the Senate Public Works Committee in 
full support of S. 931, which would provide an additional source of procuring 
funds for the Tennessee Valley Authority. 

As an indication of our continued support of this legislation, I would like to 
point out that the National Rural Electric Cooperative Association membership, 
at their annual meeting held in Washington, D.C., during the week of February 
9, with over 7,000 people attending, unanimously passed a resolution in favor 
of the TVA self-financing legislation as envisioned in S. 931 and similar legisla- 
tion introduced in the House of Representatives. 

As the committee knows, we have supported this type of legislation since it 
was first introduced in 1955. We have done this for several reasons. 

The rural electric systems in the United States have a most direct interest in 
the welfare of the Tennessee Valley Authority. As a whole, the rural electric 
systems are doubling their use of electricity every 5 to 7 years, including the 
Tennessee Valley area. Many of them are running out of additional sources 
of power. If they are to continue to operate efficiently, it is mandatory that 
they find alternate sources of power, or that their existing sources expand 
capacity in order to take care of their needs. 

Within the TVA area itself, 51 rural electric cooperatives purchase all or 
part of their wholesale power from the TVA. Most of them have no alternate 
source of power whatsoever. These 51 cooperatives serve approximately 500,000 
farms and rural establishments—approximately 1.5 million people. 

Our interest in the efficient and progressive operation of the TVA goes much 
deeper than these immediate benefits. Rural electric and other nonprofit 
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electric systems throughout the Nation are vitally interested in the full develop- 
ment of the Nation’s river basins, of which the TVA is an integral part. 

Over 400 of our rural electric systems in the country get all or part of their 
wholesale power supply from the Federal power agency, either directly or 
indirectly. Any action which adversely affects the operations of the TVA 
system would, we believe, set a precedent for the entire Federal power program. 

Our people are well aware of the fact, as is the rest of the Nation and the 
world, that the TVA is important to all electric utility systems, even those which 
never have and probably never will receive any energy from the TVA or any 
Federal agency. This is true because of the most healthy competitive effect 
which the TVA yardstick has on the rates of all private power companies—and 
because TVA has led the way in promotion-type rates as contrasted with the 
more restrictive monopoly-type rates. 

For these reasons, we strongly urge the passage of legislation to provide TVA 
with an alternate, self-financing, source of credit in order that it may efficiently 
continue its operations—its vertical growth. 

The TVA cannot continue to meet the needs of its customers unless it is pro- 
vided with the necessary authority to float its own securities in order to procure 
the necessary funds needed for expansion. 

As an indication of the drastic situation that exists within the TVA regarding 
its power situation, let me recite the following facts: 

1. In January of this year, the peak demand of the TVA system was 9,684,000 
kilowatts. The peak demand for the winter of 1959-60 is estimated at 103 
million kilowatts with an assured load-carrying ability of 10.8 million kilo- 
watts, resulting in a rather slim margin of 4.8 percent. This is not a safe 
margin. 

2. In the 1960-61 period, the TVA peak is estimated at 11.2 million kilowatts, 
with an annual load-carrying ability of 11.3 million kilowatts, leaving a critical 
margin of only 0.9 percent. This is an extremely hazardous situation. 

3. During the year 1962-63, the peak demand is estimated at 12,950,000 kilo- 
watts, with an assured load-carrying ability of only 11.9 million kilowatts— 
leaving, if there is such a thing, a margin of minus 7.7 percent. This is chaos 
in the electric business. 

And let me point out that these assured load-carrying ability estimates include 
all the TVA units now on the line and now on order. The situation within the 
TVA is of more than just passing concern to us and the Nation—it is critical 
and drastic. In a word, TVA is running out of power at a fast rate. 

I say in all honesty and sincerity that, to my way of thinking, the Tennessee 
Valley Authority is the finest example on earth of sound planning, inter- 
governmental planning, cooperation, and comprehensive development of a river 
basin. 

The TVA has been used time and again as a demonstration to the world 
that the development of natural resources can best be carried out through 
democratic government and the voluntary cooperation of the Federal, State, 
and local governments all functioning as a unit to serve all the people 
and the public welfare. To allow this great proven experiment to deteriorate 
in any way would, in my mind, constitute one of the darkest blots on the record 
of good government. 

This idea of a TVA self-financing plan, as we all know, is not new. Such 
a plan was conceived as early as 1955. It is most strange that the private power 
companies who have always opposed TVA and argued that it should be self- 
sufficient have now reversed their stand and argue that the TVA should not 
be allowed to finance its own expansion. 

This makes it clear, I believe, that these private power companies will oppose 
anything that might benefit TVA. ‘The reason is quite simple. Monopoly must 
always fight against competition—even competition by example. Monopoly— 
electric power monopolies included—must exploit their position to survive, else 
they will be taken over by speculator groups for the purpose of exploiting their 
potential. Monopolistic exploitation includes high prices and a lessening of the 
value of the product or service, and the elimination of all competition, even 
competition by example. 

Throughout the years, the idea of a TVA self-financing plan has been subject 
to much discussion. The TVA supporters have leaned backward in compro- 
mising their original position. 


I firmly believe that all reasonable objections have been met and even somé 
that were not reasonable. Clearly the time has come for action. 
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It is within this frame of reference that I find myself interested in a recent 
news release which purports to express the views of the President concerning 
TVA self-financing legislation. In this release, the implication is that the Presi- 
dent would approve TVA self-financing legislation only if the following three 
criteria were met: 

1. That TVA would pay its own way and start repaying the Government on 
its $1.5 billion investment. 

2. That the TVA operations be restricted roughly to its present service area. 

3. That the administration would have some control over proposed issuance 
of TVA bonds to finance further expansion. 

I am somewhat puzzled by this statement, because the bill before this com- 
mittee clearly complies with the three conditions the President sets forth. 

I believe this legislation is what the people want and that if the President 
really wants to help TVA he will sign TVA self-financing legislation when it 
passes the Congress. 

In conclusion, I would like to say that we still believe in the principle of 
direct appropriations for the Tennessee Valley Authority to be repaid with 
interest or an interest equivalent. However, taking into account the climate 
of opinion that has existed in the Congress and the realities of the situation 
as regards the executive branch of the Government, apparently we must support 
self-financing legislation if the TVA is to continue to operate efficiently in the 
future. 

Let us not forget that all electric power systems in the country are growing 
very fast—doubling their sales at least every 7 to 10 years. To hold any one 
of them back is to hold America back. 

Also, well over half of TVA’s power is being purchased by the Federal Gov- 
ernment, largely by the Atomic Energy Commission. To hold TVA back is to 
hold the Federal Government and its national defense back. 

I reiterate that all reasonable compromises and objections have been met. 
I appeal to this committee of the Congress in the name of the rural electric 
systems throughout the United States for speedy enactment of the TVA self- 
financing bill, S. 931, before this committee. 


Senator Kerr. Mr. Radin has filed his statement. 
(The statement referred to follows :) 


STATEMENT BY ALEX RADIN, GENERAL MANAGER, AMERICAN PUBLIC POWER 
ASSOCIATION 


This statement is submitted on behalf of the American Public Power Asso- 
ciation, a national trade organization representing more than 1,000 local publicly 
owned electric utilities, mainly municipally owned utilities, in 43 States and 
Puerto Rico. The association’s headquarters are at 919 18th Street NW.., 
Washington, D.C. 

The American Public Power Association has a profound interest in the pro- 
posed financing plan for the Tennessee Valley Authority, as set forth in S. 931 
introduced by Senator Kerr and others. While our association does not rep- 
resent any Federal systems such as TVA, a large number of the municipal electric 
utilities which comprise our membership purchase power at wholesale from 
TVA and other Federal agencies. 

In fiscal year 1958, the distributors of TVA power which are members of this 
association purchased some 10 billion kilowatt-hours of electricity from TVA, 
for which they paid TVA more than $42 million. These wholesale purchases 
represented more than 70 percent of TVA’s total sales to municipalities during 
the fiscal year ending June 30, 1958. 

Since TVA is their sole supplier of electricity, these municipalities naturally 
look with a great deal of interest and concern upon legislation which would 
affect financing and other conditions under which TVA operates. Such legis- 
lation has a direct bearing not only upon TVA’s ability to continue to supply 
ample power to these municipalities, but also on TVA’s wholesale rates and 
other service conditions. 

Legislation to authorize revenue bond financing for TVA was first introduced 
in the 84th Congress in 1955. In the 85th Congress, the Senate passed the 
same bill as that now before your committee. There has been ample testimony 
relating to the provisions in S. 931. This association has submitted testimony 
before committees of both Houses on TVA revenue bond financing, and it is not 
my intention to review the entire case for this measure. 
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However, I do feel that three points should be presented afresh : 

First the need for added power generating capacity in the Tennessee Valley 
area has become even more urgent since your committee’s last hearings on this 
subject. 

TVA estimates that in the winter of 1960-61—less than 2 years from now— 
there will be a margin of less than 1 percent of assured load-carrying ability 
over peak demand on its power system. And in the winter of 1961-62—less than 
3 years from now—there will be a 5-percent shortage, unless action is taken 
quickly. For the winter of 1962-63, this shortage will grow to 7.7 percent. 

Normal electrical growth in the Tennessee Valley is estimated by TVA to 
require the addition of 850,000 kilowatts of generating capacity each year. The 
President’s budget, presented to the Congress in January, said that TVA needs 
to start work immediately on “new electric generating capacity of at least 1 
million kilowatts.” These facts are striking evidence of the need for quick 
approval by your committee and by the Congress of this legislation. 

Second, I wish to point out the national defense aspects: of TVA’s power 
supply. Today more than one-half of TVA’s power. output goes to national 
defense agencies, principally the Atomic Energy Commission. The present 
world situation, and the basic importance of an ample supply of electric power 
for defense purposes, make it imperative that TVA be in a position to continue 
its significant contributions to national defense through an adequate margin 
of electric power supply. It is disturbing to see the TVA estimates of a shortage 
of power supply in less than 3 years. It is astounding that private power com- 
panies, which have added hundreds of thousands of kilowatts of generating 
capacity through the federally subsidized fast tax writeoff program under the 
guise of national defense, should be campaigning vigorously against this bill. 
The power companies are now enjoying multi-billion-dollar benefits from the 
interest-free loans under the fast tax writeoff bonanza, and will reap even more 
benefits under the liberalized depreciation provisions of section 167 of the 
Internal Revenue Code of 1954. 

While the Congress may well feel that additions to TVA’s generating capacity 
specifically for national defense purposes should be financed through Federal 
appropriations, the right to issue revenue bonds is essential in order that TVA 
may strengthen its overall power supply situation. 

Third, it is important to keep in mind that this measure is the same as one 
passed by the Senate in 1957. This bill was amended in many ways in the 
Senate, and represents a reasonable approach. It should be approved, without 
amendment. 

There are two provisions of S. 931 which I would like to discuss. 

Territorial limitation.—The private power companies have distorted the facts 
on this issue, attempting to persuade Congress that provisions which strictly 
limit TVA’s power service area are actually an expansion of that area. In 
the interests of fairness, I must review this issue for you. 

The TVA self-financing bills originally introduced did not change the present 
law which says that TVA may serve areas within economic transmission distance 
of its hydroelectric plants. This committee wrote in a territorial limitation. 
These provisions were further amended on the floor of the Senate, and met the 
objections of Senator Norris Cotton, who wanted strict territorial limits placed 
on TVA. 

The territorial provisions in S. 931 follow a simple, natural, and legally 
identifiable boundary—the county line. Yet the private power companies, not 
satisfied with this strict limitation, take the inflexible position that the Congress 
should write in a territorial limitation which would open the door to litigation 
and controversy for decades. They want Congress to erect a strange kind of 
wall which will keep TVA where it is, but which will not keep the power companies 
from invading TVA’s area through deals of the Dixon-Yates type. 

Under present law, TVA could serve an area of 300,000 square miles or more. 
Under S. 931, TVA is strictly limited to an area of 105,000 square miles, and 
there is no requirement anywhere in the bill that TVA expand its area by as 
much as 1 inch. I fail to see how such a stringent legal limitation on TVA’s 
power service area could be called an expansion. The basic fact, in my opinion, 
is that this is a phony issue which the power companies have raised. If they 
are providing good service at reasonable rates to their customers, they should 
have no fear of TVA. They are prospering today as never before. For example, 
a news item in the June 4, 1959, edition of the Atlanta Constitution quoted 
Harlee Branch, Jr., president of the Southern Co., as forecasting that the com- 
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pany’s earnings for 1959 “will mean an increase in earnings of between 4 and 9 
cents a share over what we earned in 1958 on 1,300,000 fewer shares.” He also 
noted that dividends declared on the first two quarters of 1959 are equivalent 
to $1.30 a share annually, which makes this “the fifth consecutive year in which 
our dividends have been increased.” 

It might also be noted that on January 20, 1959, the Atlanta Constitution 
carried a news item stating that the Southern Co. directors had announced the 
launching of a half-billion-dollar expansion program. The earnings record and 
expansion plans of this holding company—whose subsidiary operating com- 
panies are on the periphery of the TVA area—would hardly bear out any 
assertion that this company is being hurt by the TVA, even under the existing 
law, which is considerably more liberal in its provisions on TVA territoria} 
limits than S. 931. 

If the power companies are afraid of the provisions of S. 931, perhaps they 
would favor a continuation of present law, under which TVA has made no 
material changes in its service area for many years. 

I urge the committee to consider the power companies’ effort for what it is— 
an attempt to distort and mislead. If the territorial provision in S. 931 should 
be changed, it should be removed altogether, so that power consumers around 
the TVA area may continue to subject the power companies’ rates and service 
to public scrutiny, without being bound by a congressionally erected wall which 
deprives these consumers of a broad freedom of choice in selecting their own 
form of electric service. 

Budget Bureau control.—In past hearings the Bureau of the Budget has recom- 
mended that it be given control over each and every TVA bond issue. This 
brings before your committee a critical and growing problem—the tendency of 
the Budget Bureau to take over responsibilities which Congress has given tv 
agencies such as TVA. This trend toward centralizing policy decisions in the 
Budget Bureau is unwise, and should be stopped. 

The issue here is plain: Should Congress, which created TVA, turn its key 
management responsibilities over to the Budget Bureau, or should Congress con- 
tinue to place definite and clear responsibility on the TVA and expect accounta- 
bility from TVA for its actions? In our opinion, the Congress should not turn 
over such responsibilities to the Budget Bureau, which has neither the technical 
staff to make the judgment necessary to meet the power needs in the Tennes- 
see Valley nor the accountability to Congress which rests on TVA. 

Moreover, the centralization of such authority in the Bureau of the Budget 
would run counter to one of the fundamental principles which has resulted in 
the success of TVA—namely, decentralization of a Government agency, with 
management resting in the area served by the agency. 

S. 931—a reasonable measure—is the minimum which we feel this committee 
should accept. It deserves unanimous support, to permit TVA to continue a 


record which for 26 years has excited the admiration of people throughout the 
free world. 


Senator Kerr. We are moving right along. Senator Cooper, did 
you say you had another witness? 


Senator Cooper. Mr. Chairman, Mayor Cunningham from the area 
of Clinton, Ky., is here, and he would like to make a brief statement. 


STATEMENT OF W. M. CUNNINGHAM, MAYOR OF CLINTON, KY. 


Mr. ConnincHam. Mr. Chairman and members of your subcom- 
mittee—— 

Senator Kerr. Give your name. 

Mr. Cunnrneuam. W. M. Cunningham from Clinton, Ky. 

Senator Kerr. Yes, sir. 

Mr. Cunnincuam. I just have an oral statement to make. I want 


to give you our position that this freeze order of TVA is putting us 
in 


Looking ahead to the future, it seems that it may jeopardize our 
economy to a great extent, due to the fact that we are a small town 
of only 1,601 people, and we have been serving our community all 
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around, including parts of the towns being served by REA, which 
obtains power from TVA. We are being served by private power. 

We have been served from something like a 250-mile distance by 
this private power, and some of the other towns that are near us and 
that are larger than we are are nee on the purchase of the 
private power to be used by the towns which have been exempted by 
this freeze order, which would leave us sitting without any assistance 
whatsoever, and would make the cost of our power so great that we 
would probably lose the industry that we have. 

We have been about 15 years obtaining industry to help out the 
economy of our community. Three or four years ago we did get it by 

etting a concession from the private power company to give us a 
ower rate that would offset the lack of getting REA rates. 

They said they would come to our town if we would get REA or 
TVA rates. We were able to negotiate with private power to get it 
for that industry only. 

In the town of only 1,601 people we have an industry which is 
working near 400 people. It seems to me that if we are frozen out of 
having the chance of being furnished TVA power in the future, that 
there is the likelihood that we could lose what industry we do have, 
and which we have been many years obtaining, due to the fact that we 
had a high power rate. 

What I would like to do, if the committee sees fit, is to give us some 
consideration on excluding us from that freeze order. 

Senator Kerr. But including you in the service area? 

Mr. CunnineHaM. How is that again? 

— Kerr. You want to be included as one of those that will be 
served ? 

Mr. CunnincuaM. That is right. According to my understanding, 
part of the time power is being exchanged with this power company 
and TVA. We are using TVA power a lot of the time, if I under- 
stand their situation, but we want to be included in the area where we 
can be served by TVA, in case there comes a time that we have to 
negotiate a purchase, if these other towns buy out this private power, 
where we might be forced to buy or have some power rate that would 
be too high for us to be able to hold our industry. That is my story. 

Senator Kerr. Thank you very much, Mr. Cunningham. You 
have made your position very clear, and I am entirely sympathetic 
with it, so far as I am concerned. 

Mr. CunnincHam. Thank you, sir. 

Senator Coorrr. The next witness is the acting mayor of Princeton, 
Ky., Mr. Creasey. 


STATEMENT OF JEWELL CREASEY, MEMBER OF PRINCETON, KY., 
CITY COUNCIL AND EX OFFICIO MEMBER AND SECRETARY, 
ELECTRIC PLANT BOARD, REPRESENTING MAYOR KELSEY R. 
CUMMINS 


Mr. Creasey. Mr. Chairman and gentlemen of the Senate Public 
Works Committee, I am Jewell Creasey, member of Princeton, Ky., 
City Council and ex officio member and secretary of the electric plant 
board of said city and a direct representative of Mayor Kelsey R. 
Cummins. 
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The problem of lower light and power rates has been aggravating 
the city of Princeton for a number of years, largely because Princeton 
is located on fringe TVA territory. Princeton has been furnished 
light and power rates for the last 5 years by the Kentucky Utilities Co. 
and on more than one occasion our light and power rates have been 
increased. The last increase came around 2 years ago which was 11 
percent. With Princeton’s relatively high light and power rates and 
the fact that increases have been made and likely to recur, our city is 
held at a disadvantage with TVA centers so closely separated from 
Princeton, Ky., Hopkinsville being only 25 miles distant; Cadiz, Ky., 
20 miles; Murray, Ky., 50 miles; and Mayfield, 60 miles. Largely on 
account of our exorbitant light and power rates a segment of the 
Princeton Hosiery Mills, which had been here for years, moved to 
Cadiz, Ky. Further, Thomas Industries plant which had been here 
less than 5 years vacated a building which was costing $1,000 monthly 
to occupy new quarters in Hopkinsville, Ky., where the residential 
rates for its employees on the basis of 175 kilowatt-hours used is only 
$2.75 whereas in Princeton the rate is $6.68. Commercial rates in the 
two cities are correspondingly related. The plant vacated by Thomas 
Industries in Princeton is a financial burden to said industries of 
$1,000 per month for the next 2 years. 

Our people are laboring under the fact that we are held down to 
such a low economic level because of our inability to compete with 
our fine TVA neighbors. 

Because of the agitation for lower light and power rates here in 
Princeton, the present mayor and city council went before the people 
18 months ago and asked that they give expression by their vote 
whether or not Princeton should seek TVA light and power. This 
was the principal issue in the campaign. The voters responded with 
a 2-to-1 majority and thusly the present mayor and council feel that 
they have a mandate from the citizens of Princeton for lower light 
and power rates. / 

Fourteen months ago the city, through its official representatives, 
instituted proceedings toward acquirmg TVA or REA light and 
power following the termination of the present franchise agreement 
between the city of Princeton and the Kentucky Utilities Co. in April 
1960. A plant board was appointed by Mayor Kelsey R. Cummins 
and elected unanimously by the city council. I, Jewell Creasey, a 
member of the city council, was elected secretary of said board. Thus 
far appraisals have been made by both the city of Princeton and 
the Kentucky Utilities Co. on said company’s properties here in 
Princeton. A third appraiser has been appointed by the Governor 
of the State of Kentucky to reconcile, if possible, the difference or 
differences in the appraisers’ figures of the opposing bodies. 

For the foregoing reasons; namely, 

1. Close proximity to TVA centers. 

2. Proceedings well underway entailing considerable expense to a 
city of our size, 6,000 population. 

3. Termination of a 10-year franchise with the Kentucky Utilities 
Co. in a little less than a year. 

4. A decisive mandate received from the people of Princeton re- 
garding acquisition of TVA benefits, the mayor and city council pray 
upon the Congress of the United States to approve the TVA self- 
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financing bill as passed with amendment including Princeton and 
other fringe cities. 

Senator Kerr. Thank you, Mr. Creasey. 

I have a statement by the Honorable Elizabeth Kee, a U.S. Rep- 
resentative from the Fifth West Virginia District, which will be 
made a part of the record, a letter from the Atomic Energy Com- 
mission with reference to the bill, which will be made a part of the 
record, a letter from the Office of the Secretary of the Treasury, 
which will be made a part of the record, letter from the Comptroller 
General of the United States, which will be made a part of the record, 
letter from the American Farm Bureau, which will be made a part 
of the record, letter from the Greater Atlantic City Chamber of 
Commerce, which will be made a part of the record, letter from the 
Mississipp1 Rural Electric Association, which will be made a part 
of the record, letter from the Ohio Power Co., which will be made 
a part of the record, and a letter from Mayor Cunningham, of Clin- 
ton, Ky., enclosing a copy of a resolution which will be made a part 
of the record, and a statement from Everett T. Winter, executive 
vice president of the Mississippi Valley Association, which will also 
be made a part of the record. 

(The communications referred to follow :) 


STATEMENT OF THE HONORABLE ELIZABETH KEE, FIFTH WEstT VIRGINIA D1stTRICT, 
on S. 931 AND StmILaR MEASURES, To PROVIDE THE TVA WITH THE PowER To 
IssuE Bonps To FINANCE THE CONSTRUCTION OF NEW GENERATING CAPACITY 


Mr. Chairman and other distinguished members of the Subcommittee on Flood 
Control-Rivers and Harbors of the U.S. Senate Committee on Public Works, I 
deeply appreciate this opportunity, which you have so graciously extended, to 
present a brief statement of my opposition to S. 931 and similar measures. 
J have two particular reasons for opposing this bill. 

First, I can see no good reason why the TVA should be permitted to expand 
its present service area. S. 931, as I understand it, will permit the TVA to 
expand into an area of some 25,000 square miles or more than 30 percent above its 
existing area. This expansion would include all of the Tennessee River drainage 
basin not now served by TVA and all of the counties which are now only partially 
within TVA’s existing area of the drainage basin, plus up to 5 miles beyond 
the boundaries of this expanded service area to take care of expansion of com- 
munities now served by TVA. 

It is my understanding that the major part of this area is now served by in- 
vestor-owned power companies and I have heard no complaint which would 
justify the expansion of TVA into this territory. The House of Representatives, 
fortunately, removed this provision in H.R. 3460, and I am most hopeful that 
your committee and the U.S. Senate will agree with the House action on this 
provision. 

Second, this bill would also remove the TVA from the control of Congress 
and from the control of the Treasury Department. 

The Treasury Department is charged with the responsibility of the manage- 
ment of the Government debt. The issuance of bonds by the TVA should not 
be allowed to conflict in any way with the management of the entire public debt 
of the United States, and, therefore, the issuance of bonds as provided by this 
bill should be controlled by the Treasury Department. 

Existing congressional controls consisting of the need for approval of TVA’s 
budget and the application of the Government Corporation Appropriation Act 
should be continued. Both of these are presently eliminated, so I am advised, 
by S. 931 and H.R. 3460. 

In providing in any way for the increased power requirements of the area 
served by TVA, these two points which I have stated should be included. 

Mr. Chairman, the overwhelming population of the Fifth Congressional Dis- 
trict of West Virginia is very much opposed to 8. 931 and similar bills. There- 
fore, I will personally appreciate the committee’s consideration of this brief 
statement. 
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U.S. Atomic ENERGY COMMISSION, 
Washington, D.C., June 3, 1959. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senate. 


Dear SENATOR CHAVEZ: We understand that the Committee on Public Works 
is considering H.R. 3460, a bill to amend the Tennessee Valley Authority Act of 
1933, as amended, and for other purposes. 

We would like to comment on the provisions of this bill, as amended in the 
House Committee on Public Works, which would prohibit the TVA from using 
its facilities to sell or deliver power for use outside its “service area” as it 
existed on July 1, 1957, except in certain situations, and which would provide 
for service to the Department of Defense, in time of emergency defense need. 

It is our understanding that this bill would in no way prevent the TVA from 
continuing services to the Atomic Energy Commission for its Paducah plants, 
i.e., that such plants are within the “service area of [TVA] as it existed on 
July 1, 1957.” This understanding was confirmed in a telephone conversation 
between L. M. Trosten of our Office of the General Counsel and T. W. Sneed of 
the staff of the Senate Committee on Public Works, on May 28, 1959. However, 
in view of the important defense obligations of the Atomic Energy Commission, 
we are concerned with the failure of the bill to authorize service to the Atomic 
Energy Commission, as well as to the Department of Defense, in time of emer- 
gency defense need. 

We suggest that this problem can be resolved by amending the proviso con- 
tained in the fourth sentence of the first paragraph of proposed section 15d(a) 
to read as follows (newly added matter italicized) : 

“Provided further, That nothing herein contained shall prevent transmission 
of [TVA] Corporation power to the Department of Defense or any agency thereof, 
or to the Atomic Energy Commission, on certification by the President of the 
United States that an emergency defense need for such power exists.” 

The Bureau of the Budget has advised us that it has no objection to the sub- 
mission of these comments. 

Sincerely yours, 
A. R. LUEDECKE, General Manager. 


OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, June 8, 1959. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee on Public Works, 
U.S. Senate, Washington, D.C. 


My Dear Mr. CHAIRMAN: Reference is made to your requests for the views 
of this Department on S. 931 and H.R. 3460, bills to amend the Tennessee Valley 
Authority Act of 1933, as amended, and for other purposes. 

Both bills would authorize the Authority to issue and sell in the open market 
not to exceed $750 million outstanding at any one time of revenue bonds. Both 
bills would provide that before issuing any bonds the Authority would have to 
advise the Secretary of the Treasury with respect to the amounts and terms and 
proposed date of sale, and if within 15 days the Secretary should request de- 
ferral of the sale for not more than 45 days, the Authority could not sell them 
before the end of that time, and if the Secretary recommended changes in 
amounts, terms, maturities, or conditions, the bonds could not be sold until 
an additional 30 days had been given to consideration of these recommendations. 
These provisions would not, however, give the Secretary of the Treasury, the 
chief financial officer of the Government, adequate authority to assure coordina- 
tion of public financing operations. 

The issuance of obligations by the TVA should be subject to the approval of the 
Secretary of the Treasury under provisions of the Government Corporation Con- 
trol Act. The Secretary’s authority under this act would not be used in any 
way to hamper TVA capital expansion. Other agencies conduct their financing 
operations and programs effectively under the act, and the Treasury is concerned 
solely with the need to coordinate the complex financing operations of the vari- 
ous segments of the Federal Government. The authority is used for no other 
purpose. 
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The financing activities of Federal agencies and corporations have ex- 
panded rapidly in recent years and will probably increase still more in the future. 
It is becoming more and more essential that these complex financing operations 
be coordinated by a central authority. As chief financial officer of the Govern- 
ment, it is appropriate that the Secretary of the Treasury have this responsibility 
to be discharged in the best interest of the Federal Government and its con- 
stituent agencies. The alternative would be increasing chaos in the public 
financing operations to the detriment of the public credit as well as individual 
agency program objectives. 

In addition to the foregoing, the Department believes that the bills should 
also be revised in the following respects: 

(1) Funds of the Corporation should be kept in the Treasury, or, with the 
approval of the Secretary of the Treasury, in Federal Reserve banks or banks 
designated as depositaries or fiscal agents of the United States; (2) TVA should 
be required to submit a capital budget program for advance approval by the 
President and the Congress and its operations should be included in the budget ; 
(3) TVA should be required to pay interest to the Treasury on the Government’s 
appropriation investment in power facilities at a rate based on the average rate 
on marketable public debt obligations having a maturity of 15 or more years; 
and (4) although there would be no objection to permitting national banks 
to deal in or underwrite or hold for their own accounts TVA obligations which 
are at the time eligible for purchase by a national bank for its own account, 
they should not be permitted to do so with respect to bonds which are not at 
the time eligible for purchase by a national bank for its own account. 

The Department has been advised by the Bureau of the Budget that there 
is no objection to the submission of this report to your committee. 

Very truly yours, 





LAURENCE B. Rogstns, 
Acting Secretary of the Treasury. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 5, 1959. 

B-123532. 

Hon. DENNIS CHAVEZ, 

Chairman, Committee on Public Works, 

United States Senate. 


DEAR Mr. CHAIRMAN: We refer to your letter of February 7, 1959, requesting 
our comments on the bill S. 931. 

The major purpose of the bill is to provide for the financing of further ex- 
pansion of TVA power producing facilities through the sale of bonds by TVA 
directly to the public. As we have stated to your committee in comments on 
previous TVA self-financing bills (B—123532, June 17, 1957, on S. 2145; B—123532, 
April 26, 1957, on S. 1855 and S. 1869; B—123532, July 26, 1955, on S. 2373; 
B-123532, June 20, 1956, on S. 3964), it is our position that activities of such 
nature should be financed through appropriations made by the Congress. 

Section 15d(a) of S. 931 would authorize TVA to enter into binding convenants 
with bondholders with respect to the establishment of reserve and other funds, 
charges for supply of power, the application and use of net power proceeds, 
restrictions upon the subsequent issuance of bonds or the execution of leases 
relating to power properties, and such other matters not inconsistent with the 
organie act, which the TVA may deem necessary or desirable to enhance the 
marketability of the bonds. This broad authority, particularly as it relates to 
the charges for power and the application and use of net power proceeds, could 
result in commitments by TVA which would give the bondholders a strong con- 
trol over the power operations of the TVA. Such control would be undesirable 
in view of TVA’s status as a wholly owned Federal agency and the Government’s 
present status as consumer of about half of TVA’s total power output. 

Under section 15d(b), S. 931 would provide that bonds issued by TVA shall not 
be obligations of nor guaranteed by the United States, Notwithstanding such 
provision we believe that the investing public would regard them otherwise. 
Sinee such bonds would be issued by a wholly owned corporate instrumentality of 
the United States, they would as a practical matter constitute moral and equi- 
table obligations of the Government. 
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Section 15d(b) would also provide for the exclusion of TVA borrowings 
through the bonds from the public debt. In our view such a result would serve 
only to obscure the true financial facts of the Government’s debt position. 

The TVA would be authorized under section 15d(c) to arrange for audits of 
its accounts and for reports concerning its financial condition and operations by 
commercial accounting firms. These audits and reports would be in addition to 
those required by sections 105 and 106 of the Government Corporation Control 
Act, 1945. It is our view that the audits performed by the General Accounting 
Office would serve the purpose of the TVA and prospective investors, and, there- 
fore, no necessity is seen for the authority to engage commercial accounting 
firms. Should such authority nevertheless be determined desirable we recom- 
mend that the law provide for its exercise subject to the specific concurrence 
of the Comptroller General. This would tend to avoid duplication and would as- 
sure consistent classification of revenue and expenditures in determining net 
power proceeds for all purposes. 

Section 15d(c) would also exempt TVA from the provisions of sections 302 
and 303 of the Government Corporation Control Act, 1945. Section 303(a) of the 
act requires the Secretary of the Treasury to approve the form, denomination, 
maturity, interest rate, terms and conditions, manner of issuance, and price of «]] 
obligations issued by Government corporations. This provision has as its pur- 
pose the assurance of cooperation between the Government corporation and the 
Treasury in issuing corporate obligations and unification of the financial policy 
of the Government. (See. H. Rept. No. 856, 79th Cong., p. 10.) The overall 
Federal fiscal and debt management responsibilities of the Treasury Department 
might he seriously affected by permitting uncoordinated borrowing from the 
public by another Government agency. We recognize that S. 931 would under 
section 15d(c) give the Secretary of the Treasury authority to postpone the date 
of issuance of the bonds for periods of up to 90 days. However, we do not 
believe that this authority is sufficient to insure that the financial activities of 
TVA will not conflict with or hamper those of the Treasury Department. 

Under section 15d(g) the Corporation would be authorized to convey real 
property and to perform engineering and construction services in connection 
with the construction of a generating plant or other facilities when the plant 
output is to be purchased or the plant itself is to be purchased or leased by TVA. 
This language would authorize the conveyance of an entire plant or other fa- 
cility so long as the TVA entered into a lease or lease purchase agreement or 
an agreement for the purchase of power output. We believe that the authority 
to convey real property should be restricted to unimproved realty; if this is 
the intent of the provision we believe that it should be amended to require that 
TVA receive fair market value both for the property and for such engineering 
and other work as it may perform. 

The bill, S. 931, is identical to S. 1869, 85th Congress, in the form the latter 
was passed by the Senate on August 9, 1957, and referred to the House. Certain 
provisions which were added to S. 1869 in the Committee on Public Works and 
on the floor of the Senate meet some of the objections to S. 1869 stated in 
B-123532, April 26, 1957, as follows: 

1. Under section 15d(a) the amount of bonded indebtedness outstanding at 
any time may not exceed $750 million. 

2. Under section 15d(a) a limit is established on the geographical area which 
may be served by power facilities built or acquired with the proceeds of such 
bonds or power revenues. 

8. Section 15d(a) also provides that except during periods of national defense 
emergency when only Presidential approval is required, bond proceeds and 
power revenues may not be used to initiate the construction of an additional 
power-producing project until the President and the Congress have been notified 
and a period of 90 days elapses while Congress is in a single session without 
the passage of a concurrent resolution disapproving such construction. 

4. Section 15d(c) provides that the Secretary of the Treasury must be advised 
prior to the issuance of any bonds authorized under the section and he may 
within 15 days from receipt of such advice cause the deferral of the sale of the 
bonds for a period not to exceed 45 days. An additional 30 days delay is re- 
quired if the Secretary suggests changes in the bond that are not agreed to by 
mat (In this connection, see our comments above on section 15d(c) of S. 

5. Under section 15d(e) TVA is required to pay not less than $10 million 
annually in reduction of the appropriation investment. 
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Under the provisions of the Government Corporations Appropriation Act of 
1948 (61 Stat. 576), TVA is required to repay the Government’s investment of 
$348,239,240 over a period of 40 years from June 30, 1948. The act requires 
also that new congressional appropriations for power facilities be repaid over 
a period not to exceed 40 years after the year in which the facilities go into 
operation. These provisions would be repealed by S. 931 which would instead 
provide for annual repayment of a sum of not less than $10 million in reduction 
of the Government’s investment. At the minimum prescribed rate of $10 million 
it would take about 120 years for the Government to recover its investment in 
the TVA power program of $1.2 billion at June 30, 1958. 

In contrast to the above repayment requirements are those established by 
law or by administrative policy pursuant to law, on Corps of Engineers and 
Department of Interior multiple-purpose water resources development projects, 
including power. ‘These repayment requirements provide generally for recovery 
of project costs allocated to commercial power within 50 years from the dates 
power facilities are placed in service. In addition, power rates are generally 
established to provide interest ranging from 2.5 to 3 percent on net unrecovered 
Federal investment in commercial power facilities. 

Pertinent audit reports of our Office have consistently recommended that 
Federal Commercial power projects should be self-supporting and self-liquidating. 
We have, however, deemed repayment period requirements matters of policy 
for determination of the Congress and, therefore, have made no recommenda- 
tion in connection therewith. 

Aithough we believe that the above changes result in an improved bill, it is 
still our opinion that the proposed legislation is basically objectionable because 
of the extent to which it removes TVA from the controls now exercised over its 
activities by the Congress and by the executive branch. 

The above comments are also applicable to the following companion bills 
to S. 981: H.R. 3460, 3461, 3462, 3635, 3636, 3641, 3661, and 3926, 86th Congress. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


AMERICAN FARM BUREAU FEDERATION, 
Washington, D.C., June 5, 1959. 
Re financing TV A’s power needs. 
Hon. DENNIS CHAVEZ, 
Chairman, Senate Committee on Public Works, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR CHAVEZ: At the last annual meeting of the American Farm Bu- 
reau Federation, the voting delegates of the member State farm bureaus ap- 
proved the following policy with respect to the financing of the future power 
requirements of the area served by the Tennessee Valley Authority : 

“The American Farm Bureau Federation historically has supported the 
Tennessee Valley Authority as a desirable method, under the circumstances, for 
the development of the resources of the Tennessee Valley area. 

“As in all other areas, the power requirements of the Tennessee Valley area are 
rapidly increasing. We therefore recommend legislative provisions for the con- 
struction of power production facilities to meet the power needs of the TVA area, 
either by direct appropriations or by the sale of revenue bonds, provided the 
distribution of power is limited to the present service area and Congress retains 
effective control of the amount of bonds to be issued. 

“The construction of additional power production facilities in the TVA area 
by municipalities, cooperatives, and other groups through programs such as that 
undertaken by the city of Memphis should be encouraged.” 

We have sent a similar letter to Senator Kerr, chairman of the Subcommittee 
on Flood Control, Rivers and Harbors, with the request it be incorporated in the 
hearing record. 

Your consideration of these views will be appreciated. 

Very sincerely, 
MATT TrRIGGs, 
Assistant Legislative Director. 
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GREATER ATLANTIC CiTy CHAMBER OF COMMERCE, 
Atlantic City, N.J. 

Subject: TVA. 

Dear SENATOR CHAVEZ: For your information the Greater Atlantic City Cham- 
ber of Commerce passed the following resolution at its meeting on March 2: 

“Be It Resolved, That the Greater Atlantic City Chamber of Commerce op- 
poses, as discriminatory against the people of the State of New Jersey and the 
people of other States of the United States outside the TVA area, any legislation 
that would enlarge the rights of TVA beyond those possessed by TVA under 
existing legislation ; and further 

“Resolved, That the chamber favors the enactment of legislation that would 
remove the presently existing bases of discrimination in favor of the TVA area; 
and further 

“Resolved, That the chamber urges all members of the New Jersey delegation 
in Congress to oppose bills 8. 931 and H.R. 3460, known as the TVA revenue bond 
bills, as being not in the best interests of the people of the United States; and 
further 

“Resolved, That it is the sense of the chamber that the provisions in the said 
bills that would allow TVA to issue revenue bonds would create a harmful and 
dangerous precedent for the issuance of such bonds by other agencies of the Gov- 
ernment of the United States.” 

We believe that our representatives want to know how we stand on this issue. 

E. W. Fanster, Executive Secretary. 
Dated March 5, 1959. 


MISSISSIPPI RURAL ELECTRIC ASSOCIATION, 
Jackson, Miss., April 1, 1959. 
Hon. Rosert S. Kerr 
Member, U.S. Senate, 
Senate Office Building, Washington, D.C. 


Dear SENATOR KERR: The 21 electric power associations in Mississippi that are 
members of the Mississippi Rural Electric Association, in session March 24, 
1959, passed the enclosed resolution which deals with H.R. 3460, which would 
authorize private financing by the Tennessee Valley Authority. 

The membership of the Mississippi Rural Blectric Association is composed of 
electric power associations both within and outside the TVA area. 

Due to the increased demand for electricity and due to the fact that TVA 
Serves as a yardstick in the cost of electric power, we think it is of vital im- 
portance to the entire Nation that this phase of TVA’s development be supported. 

Thanking you for your past good service in our national law-making body, 
and with kindest personal regards, I am, 

Sincerely, 
B. U. Jones, Manager. 


Whereas Congressman Davis of Tennessee has introduced H.R. 3460, which 
would authorize private financing by the Tennessee Valley Authority; and 

Whereas the bill as introduced prohibits expansion by Tennessee Valley Au- 
thority except to serve the United States or agencies thereof, or to interconnect 
with other utility systems for the exchange of power, or to interconnect Ten- 
nessee Valley Authority generating plants, or to serve existing rural electric 
cooperatives (as same now exists as to area and as of July 1, 1957) now being 
served in part by the Tennessee Valley Authority ; and 

Whereas H.R. 3460 has been amended to prohibit the expansions enumerated 
above, and the amendment further provides that commercial utilities who had 
interchange connections on July 1, 1957, may make additional interconnections, 
but prohibits all other utilities from making interconnections; and 

Whereas we believe that the amendment will be detrimental to the municipal 
and rural electric systems both in and outside the TVA area in Mississippi and 
will be detrimental to all rate payers in Mississippi ; Now, therefore, be it 

Resolved, That the Mississippi Rural Electric Association express its strong 
opposition to this amendment and urge the passage of H.R. 3460 as introduced 
by Congressman Davis. 
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Onto Power Co., 
BAsteERN DIVISION, 
Bellaire, Ohio, February 23, 1959. 
Hon. DENNIS CHAVEZ, 
U.S. Senator, 
Senate Public Works Committec, 
U.S. Senate, Washington, D.C.: 


Being aware of your position in the U.S. Senate, I wish to ask your coopera- 
tion in bringing about a hearing on the bill No. S. 931. Need for this measure 
is evident for the purpose of acquainting new members of the Senate and the 
country as a whole with the contents and purposes of the bill. 

It is my conviction that bill No. S. 931 should not be brought before the 
Senate for vote unless the following provisions are incorporated in the bill. 

1. Effective congressional contro]. Since TVA is a Federal agency and is 
owned by the Federal Government, it should continue to be subject to congress- 
sional control in the same way as all other Federal corporations. 

2. Limitation of TVA’s power business to its present service area. : 

3. Fair return to the Government on the taxpayers’ present long-term invest- 
ment in TVA. 4 

4. Payment by TVA of Federal, State, and local taxes on an equal basis with 
power companies like our own. 

I urgently solicit your consideration of this matter and appreciate your 
support. 

Sincerely yours, 
D. P. Borro, District Manager. 


City or CLINTON, 
Clinton, Ky., March 24, 1959. 


COMMITTEE OF PUBLIC WORKS, 
Senate of the United States, 
Washington, D.C. 


Dear Sirs: We enclose a copy of a resolution and request from the city of 
Clinton requesting that Clinton be excluded from the proposed recommendation 


of freeze of TVA facilities. 

We also enclose a map which shows or indicates our isolated position in event 
the towns which have been left out of this freeze should go to TVA power 
and they are and have been for some time negotiating to do this. 

When and if Paducah-Fulton and south Fulton are successful in their nego- 
tiations with KU on their plants then Clinton will be in an area served by TVA 
with a transmission line from Central City, Ky., and without the help of these 
towns in maintaining this long line. 

We are alarmed by what this will do to us and how it will affect our com- 
munity and town and the industry we already have and which is so important 
to our economic life and which we have worked so long and hard to secure. 
This plant has been in operation about 3 years and employs at its peak about 
400 people, mostly women, and if we should lose it, it would hit us hard. We 
think lower expense around us and higher here would be serious in this mater. 

We would appreciate consideration at your hands. 

Respectfuly yours, 


W. M. CuNNINGHAM, Mayor. 


RESOLUTION REQUESTING THE CONGRESS OF THE UNITED STATES AND THE Com- 
MITTEE ON PUBLIC WORKS OF THE SENATE TO ADD CLINTON, Ky., TO THE LIST 
OF CITIES AND TOWNS TO WHIcH TVA Power Micut Be AVAILABLE 


Whereas it appears that the House Committee on Public Works has recom- 
mended to the Congress that TVA be frozen to its present facilities; and 

Whereas the city of Clinton, Ky., is a small town of 1,600 population seeking 
to maintain its economic life and that of its citizens ; and 

Whereas there is a limited number of industries now in said city where are 
necessities to its industrial life and other industries are now being sought; 
and 

Whereas lack of availability of TVA power of said town will be a serious dis- 
crimination against it in competition with surrounding towns; and 
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Whereas Clinton is and will be surrounded by cities and towns receiving and 
using and/or having available to them TVA power; and 

Whereas this situation with a lack of availability of TVA power to Clinton 
will make our competitive situaiton impossible, where the other towns surround- 
ing us will have or have available to them TVA power: Now, therefore, be it 

Resolved by the mayor and the City Council of the City of Clinton, Ky., now 
assembled in legal session, as follows: 

1. That the city of Clinton, Ky., does hereby respectfully petition the Congress 
of the United States that it reconsider the recommendation of the House Com- 
mittee on Public Works with a view to treating all communities in like and 
similar situations in the same manner; and 

2. That the city of Clinton, Ky., does hereby respectfully petition and request 
the Committee on Public Works of the Senate that it recommend that Clinton 
be placed in the list of cities and towns to which TVA would be available, in 
order that its competitive economic life may not be destroyed by being sur- 
rounded by towns having available to them TVA power ; and 

3. That the city of Clinton be placed in a fair and equitable position with the 
towns and cities surrounding it in the matter of availability of TVA power 
and that the proposal be so reconsidered and adopted as to include Clinton in 
the list of towns to which TVA power will be available. 

This resolution being considered, Councilman Fred Hurd moved its adoption 
and this was seconded by Councilman W. T. Benedict, and the final vote was 
taken by yeas and nays, and the vote was as follows: 

Councilman P. H. Porter: Yea. 

Councilman Harry Brady: Abstaining—not present at vote. 

Councilman H. 8. Jackson: Yea. 

Councilman W. T. Benedict : Yea. 

Councilman Fred Hurd: Yea. 

Councilman Arnell Klapp: Yea. 

Whereupon the mayor declared the said resolution to be duly and legally 
passed and adopted and that the same should be recorded in the city records. 

This March 23, 1959. Done at the city council room in Clinton, Ky. 


W. M. CunnINGHAM, Mayor. 
Moretta M. Crate, City Clerk. 


STATEMENT OF THE MISSISSIPPI VALLEY ASSOCIATION BY EVERETT T. WINTER, 
EXECUTIVE VICE PRESIDENT 


My name is Everett T. Winter and I am executive vice president of the Mis- 
sissippi Valley Association. 

We are most grateful to the Congress, and especially to the Public Works and 
Appropriations Committees of the Senate and the House for the hearings that 
they have granted us and for the actions they have taken to put the water 
resources of this Nation under control and to work for the people as a whole. 
Certainly, we repeat our thanks for the privilege of being heard at this time, 
and we appreciate your consideration of our policy. 

Your record, particularly in the last decade, deserves the praise of every 
American citizen. In this last decade, you have done as much, dollarwise, 
to bring about the full use of our water resources as was accomplished by the 
Federal Government in the previous 118 years. We do not believe that our Gov- 
ernment ever made a better investment. 

Twenty-five years ago, the problem of flood control, the development of 
navigation and the generation of hydroelectric power on the Tennessee River 
was approached in a different manner than in any other valley in America 
either before or since that time. A valley authority under the direction of 
three directors appointed by the President for 9-year staggerred terms was 
created. These directors were given almost unlimited power to develop the val- 
ley as they saw fit, except that Congress kept firm control of the purse strings 
and hence, the major activities and geographical spread of TVA. TVA went 
into many businesses and even extended financial aid to the educational system 
of the State. 

We subscribe to the philosophy expressed by Gen. Herbert Vogel, Chairman 
of the Board of TVA, which he expressed in an address at Carlyle, Ill., on 
September 4, 1958. General Vogel stated: “Let us review the combination of 
factors which brought TVA into being,” he said, “an idle uncontrolled river, a 
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depressed economy, depleted soil, little or no industry, and a great need to 
remedy these ills in a hurry. 

“Similar conditions are found today in few, if any, river valleys in the 
United States, and that is why it is unlikely a new valley authority will be 
created anywhere in this country.” 

In a letter addressed to me dated March 14, 1958, from General Vogel, he 
says: 

“The act which created TVA sought to effect integrated development of an 
entire valley in which very little work had been done and which possessed 
enormous potentials. Similar results might have been obtained by the coordi- 
nated efforts of existing agencies, but the process would have been slower and 
time Was at a premium. I know of no other valleys in this Nation today where 
circumstances exist as they did in the Tennessee Valley when TVA was estab- 
lished. Everywhere some development is in progress, and the efforts to be 
expended are generally within the scope of one or two existing agencies which 
are already at work. Wesupport the principle that the resources of every valley 
should be developed to the fullest through some integrated process, but we 
would not attempt to prescribe any ironclad methods. These must be deter- 
mined by existing conditions.” 

The Mississippi Valley Association held its 40th annual meeting in St. Louis, 
February 1, 2, and 3. There were 1,335 registered delegates present from 32 
States and the District of Columbia. No one industry nor any one geographical 
area dominates the policymaking of the association. Seventy-nine organizations 
of a local and regional nature interested in some phase or phases of the man- 
agement of water resources in America belong to the Mississippi Valley 
Association. 

Our water resources committee, then on the following day our committee on 
resolutions and finally our entire convention, without a dissenting vote in any 
of these bodies, passed two resolutions that have a direct bearing on the legisla- 
tion now before your committee. The resolutions are practically the same as 
those passed the preceding year. I will read them as follows: 

“We oppose the creation of additional Federal regional valley authorities or 
administrations for the control and operation of our Nation’s river basins. 

“Such entities become superstates, transcend State and local government and 
are not subject to sufficient control by Congress or regulating and auditing 
branches of the Government. 

“It is our sincere conviction that all legitimate objectives of land and water 
conservation can be achieved under the coordinated direction of existing agencies 
without the State socialism inherent in any regional authority, no matter how 
disguised. 

“We urge Congress to enact legislation providing for river basin control and 
operation by existing agencies in cooperation with the States ‘nvolved.” 

These same committees and this same convention, again without a dissenting 
vote, adopted the following language in the platform. 

“We reaffirm our position that congressional control and territorial limitations 
are necessary for the Tennessee Valley Authority in order to prevent undue en- 
croachment on private enterprise. 

“We oppose any TVA legislation which does not provide for bona fide con- 
gressional control, effective territorial limitation to its present power service 
area, and recognition of the need to service TVA’s debt to the Federal Govern- 
ment without subordinating it to subsequent financing.” 

Never in the long history of the Mississippi Valley Association have we advo- 
cated the abolition of the Tennessee Valley Authority. We do not now. 

We do, however, agree with the Memphis Chamber of Commerce and with the 
Chattanooga Chamber of Commerce (both in the TVA area) that there should be 
effective territorial limitation written in the bill before this committee. 

We also believe that effective congressional control should be spelled out. 

Historically, power was a minor reason for the establishment of TVA, and 
once it depended entirely on hydroenergy for its power supply. The record shows 
that now over 70 percent of its power comes from steamplants. 

Many of our people would prefer to stop all river basin development if they 
thought that such development would lead to a similar situation in the valleys 
where they live. 

We recall that TVA at one time wanted to build a steamplant at Fulton, 40 to 
45 miles north of Memphis. Fulton is merely a location on the banks of the 
Mississippi River, approximately 100 miles from the Tennessee and on the very 





130 REVENUE BOND FINANCING BY TVA 


edge of the TVA service area. Logically, we interpreted the move as a desire 
on the part of TVA to spread and opposed the project. Because Congress held 
the purse strings, the steamplant at Fulton was not built. We agree that the 
authors of the several TVA financing bills have included provisions for con- 
gressional control and territorial limitation. However, in our opinion, the pro- 
visions as written are ineffective. We want the TVA like any other govern- 
mental agency to make its case each year before the congressional committees 
and not be allowed to proceed without the specific approval of Congress. The 
language for territorial limitation as now written in the bill is in effect an in- 
vitation for TVA to expand considerably. We suggest the following language 
as an effective means to secure that which the bill as written purports to provide 
(line references apply to 8S. 931) : 

On page 2, beginning after the period in line 15, strike out all through line 14 
opposite page 3 and insert in lieu thereof the following: “Unless otherwise spe- 
cifically authorized by Act of Congress existing and subsequently built, leased, 
or acquired power facilities of the Corporation shall not be used for the sale or 
delivery of power for use outside the service area of the Corporation as it ex- 
isted on July 1, 1957, except when economically feasible for exchange power 
arrangement with other utility systems with which the Corporation had such 
arrangements on said date.” 

On page 4, beginning after the period on line 25, strike out all through line 16 
on page 5 and insert in lieu thereof the following: “No such bonds shall be issued 
or sold, nor shall the proceed thereof or any net power proceeds be used, except 
as may be necessary for such of the foregoing purposes as may be approved by 
the Congress in connection with its consideration of the Corporation’s budget 
programs transmitted by the President pursuant to the provisions of the Gov- 
ernment Corporation Control Act, as amended (31 U.S.C. 841-871).” 

If the present Congress will adopt the foregoing amendments to the proposed 
legislation (S. 931) : 

1. We can wholeheartedly support the measure. 

2. TVA will be able to expand within its present power service area to fully 
service the area’s future energy demands. 

3. Our people in adjacent river valleys who believe in developing their water 
resources in cooperation with existing agencies of Government and the good peo- 
ple of the Tennessee Valley will be better neighbors than ever before. 


Senator Coorrr. I have a letter from the mayor of the city of Hen- 
derson, Ky., and a telegram from the mayor of Horse Cave, Ky., Hon. 
C. E. Dowell, and Mr. Cecil Williams. 

(The items referred to follow :) 


Horse CavE CHAMBER OF COMMERCE, 
Horse Cave, Ky., June 8, 1959. 
Hon. JoHn SHERMAN COOPER, 
U.S. Senate, Washington, D.C.: 

Please present the following statement to Senator Kerr, TVA financing bill 
committee : 

Horse Cave, 14 miles north of Glasgow, served by K. U. Co., Electric Light & 
Power, who have no franchise from the city. Population of the city about 2,500. 
Several factories. Citizenship 98 percent in favor of purchase of present light 
and power plant and use TVA power. Time too short for further details. 


(Signed) C. E. Dowett, Mayor. 
Ceci, WILLIAMS, President. 


Crry oF HENDERSON, 
Henderson, Ky., June 3, 1959. 
Senator JoHN SHERMAN COOPER, 
Washington, D.C. 

Dear JoHN: Thank you very much for your letter of June 1 concerning Senate 
mesg on the TVA self-financing bill and asking if I should like to appear and 
testify. 

I feel very strongly that there is a most important point that deserves consid- 
eration by the committee and TVA and that is the possibility of a large steam 
powerplant on the Green River that could feed into the top of the TVA system 
at or near Hopkinsville, or, wherever the closest place would be to the steam- 
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plant. The location of the plant on Green River would then be served by the 
untapped coal reserves in this and adjoining counties, with the electric power 
transmitted by high voltage wire to the TVA system or tied in with the Barkley 
Dam generating system. 

The completion of the Nolin, Rough, Barren, and upper Green River Reser- 
yoirs with low-flow regulation will guarantee adequate cooling water. 

Thus, we have the prospect of low fuel cost, year-round dependable generat- 
ing capacity available to firm up TVA power and creating a power pool for this 
area. It would mean an extension of the TVA service area but would also mean 
economy in overall TVA operations. 

If I appeared before your committee this would be the burden of my testi- 
mony. I think the record will show that locations for hydroelectric plants are 
practically exhausted and that the building of steamplants in spots where coal 
and water are abundant provides the only solution for TVA to live and con- 
tinue to serve the needs of its territory. 

The extension of the service area to the Green River coal-producing area is 
far more logical than an extension to an area that would produce only addi- 
tional customers and a further drain on its resources. 

The financing of a plant on the Green River could possibly be arranged 
through financing by the city of Henderson or a power district composed of 
Owensboro, Henderson, Madisonville, Green River, and Henderson-Union REA, 
with a TVA contract guaranteeing the bonds that would be issued. 

Such a powerplant would make this attractive to industry and would tend to 
create employment in the depressed areas of Muhlenberg, Ohio, Butler, Webster, 
and McLean Counties. 

Thus we would have served many purposes of tremendous value to this area, 
TVA, and the Nation. 

Very sincerely yours, 


HEcut S. Lackey, Mayor. 
Senator Kerr. The committee will recess until 10 o’clock in the 
morning. 
(Whereupon, at 5:55 p.m., the subcommittee took a recess until to- 


morrow, Wednesday, June 10, 1959, at 10 a.m.) 
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WEDNESDAY, JUNE 10, 1959 


U.S. Senate, 
SUBCOMMITTEE ON FLoop Conrrou-Rivers AND Harpors 
OF THE CoMMITTEE ON Pusiic Works, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:15 a.m. in room 4200, 
New Senate Office Building, Washington, D.C. Senator Robert S. 
Kerr (chairman of the subcommittee) presiding. 

Present: Senators Kerr, Randolph, Gruening, Young (Ohio), 
Muskie, Moss, Case (South Dakota), Martin, and Cooper. 

Also present: Senators Talmadge, Gore, and Byrd (West 
Virginia). 

Senator Kerr (presiding). The subcommittee will come to order. 

Senator Talmadge, we will be glad to have you come up here, if you 
would like, sir. 

Senator Tatmapce. Thank you. I am particularly interested in 
this and it will be a pleasure. 

Senator Kerr. Senator Stennis, do you have a statement? 


STATEMENT OF HON. JOHN STENNIS, U.S. SENATOR FROM THE 
STATE OF MISSISSIPPI 


Senator Srennis. Mr. Chairman, I do have a statement, and I 
know that you are pressed with a great number of witnesses here 
this morning, and as important as this bill is to my people I will 
be just as brief as I possibly can and, therefore, ask that my state- 
ment be included in the record at this point and that then I have the 
privilege of commenting upon, at least, some of the highlights of 
that statement. 

Senator Kerr. You may do that. 

(The prepared statement of Hon. John Stennis is as follows:) 


STATEMENT OF SENATOR JOHN STENNIS 


Mr. Chairman, a large section of the State I have the honor to represent is 
within that geographical area described loosely as the “service area” of the 
Tennessee Valley Authority. It has benefited greatly by existence of the 
TVA. Mississippi does not contain a single hydroelectric dam, inland waterway, 
or defense plant owned or directly supported by this Government agency, but 
in the last two decades, the changes wroght in my State have been nothing 
short of miraculous. The kerosene lamp, a common sight in rural homes as 
late at the thirties, has been replaced by the television antenna. New indus- 
tries have grown as the result of the commercial possibilities offered by electric 
power made available by TVA. The whole country has benefited by the fer- 
tilizer research performed by TVA. The man-made lakes, incident to the 
power producing and flood control functions of the TVA, have made a garden 
spot where barren lands existed not long ago. For those who have the benefit 
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of the Tennessee River, those citizens of neighboring States, the benefits are 
manifold, but TVA’s contribution to the standard of living and prosperity of 
the people of Mississippi would be difficult to overestimate. 

Passage of Senate bill 931 would not involve the outlay of 1 tax dollar. Its 
passage would not increase the national debt $1, directly or as a contingenc °y, 
Whether the economic growth and prosperity of the Tennessee Valley shall con- 
tinue depends upon whether Congress has faith in its own creature, the Tennessee 
Valley Authority, to appreciate the need for sufficient managerial flexibility to 
meet the expanded needs for electrical power to support the growing economy. 

In 1933, the Congress, in creating the TVA, admittedly took a calculated risk. 
It proved the economic feasibility of providing electric power in a poor and 
rural area where commercial development had always been regarded as un- 
feasible. The wisdom of its action has been proved many times. It was proved 
prior to World War II with the emergence of a new life for the area. It was 
proved during World War II when most of the power generated was diverted 
to defense industry. It was proved when the successful experiments at Oak 
Ridge, along with others, led to our pioneering in the field of atomic research. 
It has been proved since then by the rapid growth and elevated standard of 
living of the area which it serves. 

There are instances in American history where inefficiency, waste, or cor- 
ruption, or an unhappy combination of any of those undesirables, have char- 
acterized the Government enterprise. None of these invectives could be properly 
directed against TVA, which has in all respects been a model operation of the 
Government proprietary corporation. 

Thus, the wisdom of Congress in establishing the TVA has been underscored 
by history. It is now that the 86th Congress has an opportunity to display 
similar insight and wisdom as the Tist Congress created this agency of 
Government. 

The Tennessee Valley Authority is a national institution. It has made many 
contributions to the whole country, not limited to the area which it serves. 
Among the most important of these is the furnishing of a yardstick for utility 
rates. The development of this Government standard of cost and rate struc- 
ture has been of direct economic benefit to every power consumer, residential 
as well as industrial, in the United States. Every home has benefited by TVA’s 
data developed to protect against unfair electric charges. 

It needs its own financial plan. TVA, a national institution of proven worth, 
is no longer in the experimental stage. It must have the authority to carry out 
its statutory responsibilities to the Congress and to the people it serves. It 
must have the authority to evolve its own financial plan for necessary capital 
additions. The history of this organization’s operation has given me the con- 
fidence in its managerial ability that has led me to coSponsor Senate bill 931. 
I believe they will do a fine job. 

The growing economy of the United States cannot be supported properly 
without the broadest geographical base. Where one region, State or local 
subdivision does not fully participate in the general prosperity, that prosperity 
ceases to be “general.” There are no longer any economic islands in the United 
States. The prosperity of this Nation is no greater than the prosperity of each 
and every section. Efforts must be made at every level of government to meet 
adverse economic conditions wherever they occur. 

Nearly all States face the problem of the loss of rural population. Migration 
to the already overcrowded cities is proceeding at an unprecedented rate, since 
the return from farming and other agricultural enterprises has been steadily 
diminishing. Reversal of this trend must depend on the will of the people, 
but an element of choice can be restored to them if the conveniences of city life 
continue to become available to farms and smaller towns and economic oppor- 
tunities increase to the point where our people can afford to stay on their farms 
and in the smaller towns. These favorable conditions cannot come about in 
an area where there is a permanent or long-term shortage of electric power for 
industrial as well as residential customers. Unless authorization for expan- 
sion of generating capacity is forthcoming this year, the Tennessee Valley is 
going to be in the throes of a major power. shortage within the next 2 years. 
That is the question your committee is considering today. 

BDlectricity is a raw material. It is a vital factor in industrial development, 
important as minerals or other raw materials, a stable labor supply, or favor- 
able commercial sites. 

It is unthinkable that any area of the Nation should be choked off from full 
industrial development because of shortage of electric power. Unless the 
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TVA is granted sufficient flexibility to meet the needs of the people and area 
it serves, a tragic industrial atrophy will set in in the Tennessee Valley within 
the next few years. 

The plan envisioned by Senate bill 931 would allow this flexibility, though 
not without necessary limitations imposed by the Congress. It would author- 
ize the construction of generating capacity by issuing bonds or other evidence 
of indebtedness, to be refunded by revenue derived from the future sale of 
electric power. 

Congress and the President must be notified prior to construction of addi- 
tional facilities. This will check undesirable expansion. Payments on the 
present investment in TVA would be suspended, but provision is made for an 
annual cash payment at a rate at least equal to the interest thereon at the same 
rate as the average rate for the marketable public obligations of the Treasury, 
TVA has never been a free rider. 

The TVA will continue to be a self-supporting industry, and may be counted 
upon to make vital contributions to defense needs in the future if it is given 
the opportunity to meet the needs for expansion with a flexible program of 
financing new generating capacity. 

I wish to add certain pertinent data concerning the present and prospective 
powerload of the area. In January 1959 the powerload on the TVA system 
totaled 9,700,000 kilowatts. The assured generating capacity of the TVA sys- 
tem at that time totaled 9,878,000 kilowatts. On completion of the generating 
capacity now under construction or authorized, TVA will have an assured load 
carrying capacity of about 12 million kilowatts. In the meantime the demands 
for power continue to grow at an average rate of about 800,000 kilowatts per 
year. Disregarding any possible increases in the national defense loads such 
as AEC, the Redstone Arsenal, or the wind tunnels, the normal load growth 
of the area will push the load on the TVA system by 1962 to about 13 million 
kilowatts. The system’s assured capacity will be about a million kilowatts 
short of enough to carry the powerloads; 1962 is only 3 years away. It takes 
ebout 3 years to build new generating capacity. Unless new capacity is started 
at once, the Tennessee Valley is going to be short of energy to meet the growing 
electricity requirements of the homes, the farms, the industries, of this great 
area. 

The well-being of over 5 million people, and the economic growth of this great 
area of the Nation are at stake. 

The legislation has been under consideration by the Congress for the past 
two Congresses, during which time the load growth in the area has continued 
to grow. Wecan delay no longer. 


Senator Stennis. Mr. Chairman, I appeared before this same sub- 
committee 2 years ago and I wish to reiterate now my support of the 
measure and the points that I made then; and in addition, those that 
I have in the statement today. But as a preliminary, I especially re- 
quest the personal attention of each member of this subcommittee as 
I briefly outline the situation that we are in, in north Mississippi 
with reference to a complete dependence for TVA power. 

And, that area that I speak of in north Mississippi represents over 
one-third of the State, all or part of 30 counties, over 16,000 square 
miles, with over 625,000 people. 

During the long history of what has happened we are in the situa- 
tion where that is the only source of power that we have. And I am 
going to illustrate in the immediate area where I live on the southern 
end of that group of counties exactly what happened with reference 
to the present situation. 

The charge of socialism is made with reference to TVA. Socialism, 
period. 

Senator Kerr. Are you sure about that, Senator ? 

Senator Stennis. If this be socialism, why then I am guilty of it. 
In the little town where I live in this my home county, many years ago 
they issued bonds to build a distribution system. The people issued 
these bonds, public bonds. And in the contract with the private utility 
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there was a provision that the utility could buy it out at any time they 
saw fit. Well, in the course of a short time it was very evident that 
it was a paying proposition and it was bought out by this private 
power company, which was all right. It operated on a very satisfac- 
tory basis for several years and we woke up one morning without any 
notification prior thereto to learn that the power company had sold out 
this area and that we were now in the TVA area. We didn’t object 
to that. But the point is that we were not consulted ; we knew nothing 
about it. ” 

So if we are into socialism why someone else did it. 

It is no more socialism than it was for the town to issue the bonds 
in the first place. 

We are dependent, as I say, upon this agency of the Federal Goy- 
ernment. My plea, primarily, is that we have a sound financial plan 
enacted by the Congress. And I hope that this committee will do the 
major part of writing the bill. And the corresponding committee in 
the House, of course. And give a real financing plan that will not 
be subject to being choked off in future years. 

I say that, gentlemen, because part of my background here is that 
I have been a member of the Appropriations Committee of the Senate 
for several years. I have been on the subcommittee that passed on 
TVA matters. 

As you know, there has been financing necessary for programs, for 
extension programs, that are absolutely necessary. Those were 
financed in part by direct appropriations and in part by permission 
to use the proceeds of their income. 

It got to where on that subcommittee, and I speak with the greatest 
deference for every member of it—I think I retain each one of them 
as my personal friend—it got to where you could not get any kind 
of an appropriation provision through that subcommittee for TVA 
expansion because, in my humble opinion, good men, as fine as ever 
wore shoe leather in this Senate, had been partly misled and were 
unable to get the true facts of this whole business. 

And I saw the beginning of this starvation plan which, if not reme- 
died, will absolutely leave my people hungry for the lack of industrial 
and home electricity. 

So we must have some kind of a plan that will lead to a sound 
financing and a financing that cannot be choked off or smothered with 
each coming and going of each session of this Congress. 

Also, I say, I have seen what happened in that subcommittee com- 
posed of as fine men as you find anywhere. And we cannot continue 
this stumbling along in the dark, I am talking about the area there, 
without some kind of a positive, definite plan that we are going to 
have electricity. And unless there is some sound way to get it financed, 
we won't have it. 

Senator Kerr. Would you say that the TVA and its expansion is 
neither socialistic nor autocratic? 

Senator Stennis. Absolutely; the chairman is not only a great phi- 
losopher but he is a fine phrasemaker. [Laughter.] 

This is not a theory of these people that I represent. And I can 
state to you that we have two fine power companies in my State and 
everything I say here is right on the record. And some of their 
representatives, I am very glad, are here in this room now. And they 
have been to me and in a very respectful and proper way talked to me 
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about this bill. And I told them, “You cannot talk except with the 
premise that we start with the fact that Iam for TVA.” 

And I am pleading with this subcommittee, laborious as it is, to 
write a sound financing plan here that will not be subject, as I say, 
to the choking, or the restriction of an annual fight within the Con- 
gress, where the area has numerically only small representation, natur- 
ally. I do not know of anything that would be more disturbing or 
retarding to anyone that might be planning to locate an industrial 
plant in this area than the uncertainty of whether or not he is going 
to be able to get electricity or whether or not the expansion program 
would take care of it. 

I have here before me, gentlemen, a map of these counties that I am 
talking about. I am putting up no poor plea at all, but due to the 
mechanization in agriculture, due to other things that people are 
leaving these areas already, the percentage of income compared to the 
national average is very low indeed. All of these economic charts 
here show the absolute need of stability and reasonable encourage- 
ment. 

But I am asking you for an agency that the Government owns lock, 
stock, and barrel, to provide it with a sound financing plan. And not 
have to come back to the Budget Bureau or even to the Congress every 
time. And I have the greatest deference for authority and congres- 
sional authority, of course, but every time there has to be a new 
generator or a new spillway or new program of some kind to supply 
the bare necessities of industrial and domestic life, do not leave us 
out on that limb. 

As I say, we did not voluntarily get into this situation. 

I was one of the early ones years ago to advocate a sound self-finane- 
ing plan for the TVA. I think the idea of the revenue bonds is very 
good, indeed. 

Senator Case. Senator Stennis, the committee, I am sure, appre- 
ciates the vigorous and competent way in which you present the matter. 
May I ask a couple of questions ? 

First, does the territorial limitations in the House bill cover the 
kind of situation you have incurred ? 

Senator Srennis. Well, the territorial restriction in the House bill— 
yes, it would include the 30 counties, all or part of these 30 counties that 
I mentioned. I mean they would be left in the bill and subject to the 
TVA service. 

Senator Case. These counties are not interested in the language of 
the bill as it comes from the House or the language of the bill that we 
introduced in the Senate ? 

Senator Stennis. They are not what? I did not understand. 

Senator Case. Those counties would not be excluded under the lan- 
guage of either the House or Senate bills? 

Senator Stennis. No, no. They would not be excluded. And my 
temarks have been confined to the idea of a financing plan for the 
whole area, but I am speaking on special conditions in my State. 

Senator Casz. When you used the word “expansion,” did you use 
that in the meaning of growth within that area or extension beyond 
the area? 

Senator Srennis. Well, I am glad you made that point because I 
used the word “expansion” so far exclusively on the idea of expanding 
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the facilities, increasing the power toe capacity, like adding 
turbines or adding powerplants or whatever is necessary to supply. 

Senator Case. Growth @ 

Senator Stennis. Growth development. 

Senator Casz. Within the present service area? 

Senator Stennis. Within the present area. And I appreciate the 
Senator’s question on that. 

Senator Casr. You referred to the fact that this is a form of opera- 
tion which the Government owns lock, stock, and barrel. 

Senator Srennis. That is correct. 

Senator Case. In view of that fact, do you not think that the financ- 
ing plan that is authorized should be one that should not be inconsist- 
ent with the financial operations of the Government itself? 

Senator Stennis. Well, I do not know what you mean by incon- 
sistent. That is very broad. But it must be in sound keeping with the 
nature of the utility or the enterprise that it is, of course. And then 
subject to governmental control. 

Senator Case. But the Government is the big stockholder, and if it 
owns it lock, stock, and barrel, and the Government does have its own 
financing plan, don’t you think there ought to be coordination between 
the financial offerings of TVA and the financial offerings of the 
Treasury ? 

Senator Stennis. I would not object to any reasonable coordina- 
tion, of course. That is sound government. But what I would object 
to is giving the authority to someone to choke off and deny a reasonable 
request for these bond funds or the issuance of bonds to take care of 
the necessary electricity to carry the increased loads. And I am speak- 
ing of within the area. 

Please do not make us run the gauntlet every year or whenever need 
for new money is required—to run the congressional gauntlet and 
the budget gauntlet, because, as I say, it is hard to get the true picture 
through. Honest men can cast a vote that I think is erroneous for 
the lack of information, because of partial information, or the wrong 
information. And the Senator from South Dakota, one of the busiest 
in the Senate, knows that it has gotten to where you cannot give per- 
sonal attention to the mountains of things that flow through here that 
they deserve. I do not want to be left subject to that situation. 

Senator Casz. Thank you. That is all of the questions. I just 
wanted to clarify this. 

Senator Stennis. Those are the main points, Mr. Chairman, that 
I wanted to emphasize. My statement covers others, and you have 
already ordered it to be put in the record. And with the greatest 
appreciation to each of you personally, unless there are further ques- 
tions, I would ask to be excused. 

Senator Kerr. We appreciate your being here and the chairman 
wants to say that you are not a bad phrase maker yourself. 

Do you have a statement, Senator Talmadge? 

Senator Tatmapce. Very briefly. 

I came primarily to present two friends and constituents who will 
be witnesses before the committee. If agreeable, I will do that at this 
time. 

Senator Kerr. So far as I know, there is only one Member from 
the House here who wants to be heard, and if you want to do that, 
very well. 
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Senator Taumapce. I will be delighted to do so. I would like to 
take this opportunity, if I may, although all of you already know him, 
to present my old friend, the gentleman from the Fifth Congressional 
District of Buauie, who I presume the Chair refers to as the next 
witness. 

Senator Kerr. Yes. 

Senator Tatmapcr. He has been a member of the House for some 
12 years at the present time, continuous. He was a long-time judge of 
the superior court, in the Stone Mountain district at the edge of At- 
Janta. He is well known by members of this committee. And it is a 
privilege to present him at this time. 

Senator Kerr. Thank you. 


STATEMENT OF HON. JAMES C. DAVIS, A REPRESENTATIVE IN 
CONGRESS FROM THE FIFTH CONGRESSIONAL DISTRICT OF THE 
STATE OF GEORGIA 


Mr. Davis. I am very grateful to Senator Talinadge, my long-time, 
good personal friend, for his kind remarks in presenting me to this 
distinguished subcommittee this morning. I only have a very short 
statement. 

Over in the House, as you know, we have already considered and 
passed out this legislation. 

I hail from a State which is very appreciative of the REA Admin- 
istration. It fills a very definite need in our State, and they perform 
the services under that need most satisfactorily. 

Also, we have in the State of Georgia a private power company, 
the Georgia Power Co., which fills, also, a very definite need to our 
citizens. 

In the area served by the power company they have 5,008 employees. 

They operate properties which serve 95 percent of the State of 
Georgia in an area of 57,000 square miles. 

They are a substantial taxpayer in the State of Georgia. 

They have, also, over 8,910 stockholders, 6,600 of whom are citizens 
of the State of Georgia. 

We need both of these electric companies in the State of Georgia. 

And I have always supported the needs of the REA. The Georgia 
delegation in the House has always supported the needs of the REA. 
We are doing that now, and I am sure we will continue to do that. 

There is, of course, as you gentlemen know, some differences of opin- 
ion between the REA Administration and the private power com- 
panies. We were set there in the House at first to have a knockdown 
and drag-out battle over this legislation, but there has been a spirit 
of concession on both sides and in the windup with the adoption of the 
Vinson amendment, which provided for the writing into law of what 
has been known as a gentlemen’s agreement between TVA and the 
private power companies surrounding the TVA operation that the 
TVA would not expand its area into these areas served by the private 
power companies. Everyone agreed on the adoption of the Vinson 
amendment. 

And then our State delegation, the Georgia delegation, and many 
other State delegations, similarly situated, supported the bill as 
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amended, and it passed the House, and it is now over here for the con- 
sideration of you gentlemen. 

As an illustration of the sentiment of give and take on both sides, 
just prior to the time that the bill came up on the floor of the House 
for consideration there, my fellow Georgian, Mr. Walter Harrison, 
of whom we are very proud, and we are proud that he is the president 
of the REC Association, sent me this telegram : 

We reluctantly accept the Vinson amendment to H.R. 3460 TVA self-financing 
bill. However, respectfully request that you oppose any and all crippling amend- 
ments that might be offered from the floor during the progress of the bill 
through the House. With continued wishes. 

WALTER Harrison. 

I am very interested, Mr. Chairman and gentlemen, in this financing 
bill going through. We feel in the House, of course, and I won't 
undertake to say that you ought to adopt our views over here—but 
we did give a lot of study and consideration and effort to this bill, and 
as I said in the spirit of give and take and concessions on both sides, 
we wound up with a bill which we sent over to the Senate. 

I appreciate very much the opportunity to appear here and make 
this brief statement in behalf of the bill. 

Senator Kerr. Thank you very much, Mr. Davis. 

Is Congressman Siler here? 

Mr. Stter. Yes, sir. 

Senator Coorrr. This is Congressman Siler of the Eighth District 
of Kentucky, Mr. Chairman. 


STATEMENT OF HON. EUGENE SILER, A REPRESENTATIVE IN 
CONGRESS FROM THE EIGHTH CONGRESSIONAL DISTRICT OF THE 
STATE OF KENTUCKY 


Mr. Sitter. Mr. Chairman and members of the Subcommittee on 
Flood Control, I appreciate this invitation to come, extended to me 
on behalf of Senator Cooper who is my constituent because he lives 
in my district, and I am his constituent because I live in his State. 

I am here before you today in behalf of the citizens of Monticello, 
Wayne County, Ky., a small town in my district in southeastern Ken- 
tucky which has a population of approximately 3,000 people, in the 
hope that your subcommittee will include Monticello in the bill, along 
with the cities of Paducah, Princeton, and Glasgow, Ky.; Chicka- 
mauga and Ringgold, Ga., and South Fulton, Tenn., so as to enable 
this town to contract with the Tennessee Valley Authority to supply it 
with electricity. 

The town of Monticello has been negotiating with the Tennessee 
Valley Authority for 614 years seeking to come within the scope of 
the power and service rendered by the Tennessee Valley Authority. 
In 1954 Monticello purchased the existing power system furnishing 
light and power to the town at a price of $225,000 with the expectation 
of being served by TVA power. Some 31,000 acres of the best river 
bottom lands in the surrounding area in Wayne County were re- 
linquished to the impoundment of waters behind the Wolf Cveikt Dam, 


which is now a part of the Tennessee Valley system. Great losses 
were sustained by the town of Monticello and Wayne County in popu- 
lation, wealth, and taxes. They have given up 12 percent of the 
assessed evaluation of the tax values in Wayne County. 





REVENUE BOND FINANCING BY TVA 141 


The understanding in the beginning between the negotiators for 
the town of Monticello and the Tennessee Valley Authority was that 
two conditions had to be met by the town of Monticello to qualify for 
TVA power. First, it had to acquire a peewee distribution system. 
As stated above, this was done at a cost of $225,000 to the town and 
its taxpayers. Second, the power had to be deemed feasible by the 
Tennessee Valley Authority. My information is it was duly consid- 
ered and then deemed to be a feasible proposition by the Tennessee 
Valley Authority, and thus there was compliance with both condi- 
tions that had been imposed. 

Now, the waters of Cumberland Lake, the impoundment behind 
Wolf Creek Dam, part of the TVA system, actually reach within a 
point of 2 miles of Monticello. So the Tennessee Valley Authority 
and its waters and its system are in the very backyard of this smail 
city. 

In my opinion, if any town in all of Kentucky or Tennessee is 
worthy of eligibility to receive TVA power, this little city of Monti- 
cello should be considered eligible. The citizens of this town feel, 
in view of all the efforts they ‘have put forth to receive TVA power, 
that it is morally wrong for them to be excluded from receiving 
electricity generated from the waters that cover the 31,000 acres of 
their land inundated by the Wolf Creek Reservoir, now called Lake 
Cumberland, and I feel that they are justified in taking this position. 

I plead with the members of this subcommittee to let this small 
town, which has been in negotiations with the Tennessee Valley Au- 
thority for 614 years, and which is within 2 miles of the waters of 
Lake Cumberland, behind the Wolf Creek Dam, come within the pur- 
view of this power privilege and participate in the electricity that 
is being generated from the waters of Lake Cumberland, which flow 
through Wayne County, and is channeled into the Tennessee Valley 
Authority system. The citizens of Monticello will greatly appreciate 
this, and, of course, I will appreciate it if you will include the town 
of Monticello in the group to enter into contract relations with the 
Tennessee Valley Authority for electrical power. 

Senator Kerr. Thank you. 

Senator Casr. Did you present the case of the town of Monticello 
tothe House Committee on Public Works ? 

Mr. Ser. I presented it when the bill came before the House and 
was not successful in getting it amended so as to include Monticello, 
Senator Case. I tried my best. 

Senator Kerr. Was that on the floor? 

Mr. Stuer. Yes; that was on the floor, Senator Kerr. 

Senator Case. How is the town or city supplied at the present time? 

Mr. Stter. They have bought this distribution system and they 
purchase power from the Kentucky Utilities Co. 

Senator Case. The town owns the distribution system ? 

Mr. Stier. Yes; that is correct. 

Senator Casz. What is the population of the town ? 

Mr. Smter. Around 3,000 people. 

Senator Casz. When did they buy the distribution system ? 

Mr. Smer. Within the past 2 years. I could not say accurately. 

Senator Cast. Do you know what the investment is? 

Mr. Stier. $225,000. 
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Senator Case. Do you know what the comparative rate would be ? 
Mr. Stier. I am sorry; I cannot give you those rates. 

Senator Cooper. Senator Case, Wayne County adjoins the county 
in which I live. I said yesterday I was at one time a circuit judge 
in that county. The witnesses testified yesterday and they will supply 
all of the information that you desire. It was in the form of a brief. 

Senator Casr. Thank you. 
Senator Kerr. Senator Talmadge. 


STATEMENT OF HON. HERMAN E. TALMADGE, A U.S. SENATOR FROM 
THE STATE OF GEORGIA 


Senator Tatmapce. I appreciate very much the opportunity of ap- 
pearing before you this morning, Mr. Chairman. 

We have three sources of utility power in the State of Georgia. 

One TVA in the northern part of the State, which is doing an 
excellent job, the customers are well satisfied and pleased with the 
service. 

I am a new Member of the Senate as you gentlemen know. 

The TVA financing bill came before the Senate in the 85th Con- 
ress during my first few months in the Senate. I supported the 
egislation. I think TVA ought to have authority to issue its bonds 

to provide adequate service for its area without having recurring 
congressional appropriations battles in Congress from year to year 
for that particular purpose. 

The next source of power is the Georgia Power Co. It has done a 
good job in most areas of our State. 

And we, also, have the Rural Electrification Administration. 

I live on a farm. I know what that means to the farmers of my 
State. Iam proud of the fact that 97 percent of the farms of Georgia 
are electrified at the present time. I know what that means because 
I operate a dairy. I operate a poultry farm. I could not do that 
without adequate power available on my farm in order to do so. 

And then in addition to that, in the southeastern part of our State, 
we have the Savannah Power & Electric Co. It serves only the city 
of Savannah and a very small area outside of that. 

I am very happy there is no disagreement between the users of 
power in our State with each other. The REA and the private power 
companies and the TVA all get along in a spirit of give and take in 
an equal way. I am happy that that relationship exists, because I 
realize that in many areas of our country they are not so fortunate. 

I expect to support the bill this year to authorize the TVA to get 
revenues by issuance of bonds, to build the necessary powerplants and 
to oe the service that it needs in this particular area. 

he witnesses that I will present to you this morning seek some pro- 
tection against encroaching Federal authority in their area without 
prior congressional approval. They as stockholders and bondholders 
feel that the Federal agency ought not to be authorized, without con- 
gressional approval, to expand its service in the area they now serve at 
the present time, without prior congressional authority. 

And insofar as I know, there is no conflict in the State of Georgia 
about what they will present to you this morning. There has been 
no objection from the REA authority in our State to the so-called 
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Vinson amendment which was adopted by the House of Representa- 
tives. They will ask you to insert it in the bill this morning. 

Mr. Chairman, with the leave of the committee, I woul’ like to pre- 
sent two longtime friends and constituents of mine from Georgia, who 
will appear before you. 

First, Mr. Harllee Branch, will you please stand? I first saw Mr. 
Branch when I was a senior in high school, and he was representing 
Emory University in a debate with Cambridge, England. That was 
in 1931. At that time I was very much impressed with his ability. 
That was 28 years ago. I have known him intimately since that time. 
And the longer I know him, the more I am impressed with his ability 
and his character. 

The next witness is Mr. Jack McDonough, president of the Georgia 
Power Co. He served on the board of regents of the State university 
when I was Governor of Georgia. He has been president of the State 
chamber of commerce. He was an outstanding athlete when he was 
at Georgia Tech. He is a man of substantial means and character, 
highly appreciated throughout the State. 

I know that members of this committee will lend credence and 
weight to the testimony that they will present to you this morning. 

Again, I thank you, Mr. Chairman and the members of the com- 
mittee for the opportunity and privilege of appearing before you 
and presenting these witnesses from my State. 

Senator Kerr. Thank you very much, Senator. And we will call 
on these witnesses in a little while. 

Are there any other Members of the House here? 

Mr. Strarron. My name is Stratton from New York. 

Senator Kerr. Congressman Stratton, we are glad to have you. 


STATEMENT OF HON. SAMUEL S. STRATTON, A REPRESENTATIVE 
IN CONGRESS FROM THE 32D CONGRESSIONAL DISTRICT OF THE 
STATE OF NEW YORK 


Mr. Srratron. I appreciate the opportunity to appear before the 
committee in connection with its consideration of H.R. 3460 and 
Senate bill 931. 

I would like to address myself for just a moment to a specific amend- 
ment to this legislation, Mr. Chairman, which I had inserted in the 
bill as it went through the House and which does not appear in Senate 
931, but which I would like to urge that the members of the com- 
mittee adopt and recommend. And that is, the amendment which 
appears on page 4, line 25, of H.R. 3460, namely, the reference to 
accepting the so-called Buy American Act (41 U.S.C. 10). 

Mr. Chairman, may I say that this bill as it passed the House had 
my we 8 aa and it had my support specifically because it included the 
amendment which seems to me to be the minimum which should be 
included in the bill to make sure that American industry will have, 
at least, a fair chance to compete for the $750 million of turbine gen- 
erating equipment and electrical equipment which will be purchased by 
TVA if this legislation is adopted. 

I have the honor to represent, Mr. Chairman, one of the greatest 
turbine manufacturing areas in the world, the Schenectady turbine 
plant of the General Electric Co. Schenectady is familiar with TVA. 
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We have at the present time in our Schenectady works work going 
underway for a 500,000 kilowatt turbine generator unit for the TVA. 
But we would like to be able to continue to, at least, be in business and 
to compete for this work if the legislation is adopted. 

As you are no doubt aware, Mr. Chairman and members of the 
committee, there has been an increasing trend on the part of American 
industry, or rather on the part of American governmental units, to 
seek turbine generating equipment and expensive electrica] equipment 
of this type outside of the limits of the United States. In fact, all of 
us in Schenectady were exorcised earlier this year when the TVA it- 
self purchased the first substantial turbogenerator unit outside of the 
United States from an English firm with a very substantial price dif- 
ferential between the bid offered by the English firm and the bid of- 
fered by General Electric and other American bidders. That loss of 
business, I might say, Mr. Chairman, represented the loss of some 6()() 
jobs for the city of Schenectady, which already is hard hit by un- 
employment. 

The statistical figures that we read suggest that the employment 
problem is improving, but if it is, we haven’t felt it in Schenectady. 
a heavy electrical equipment is one industry that moves back 
slowly. 

The action of the TVA in going abroad, also, was followed shortly 
thereafter by the city of Los Angeles which bought a 200,000-kilowatt 

enerator, also, from a foreign firm. And most recently the Army 

as even included foreign bidders in connection with the purchase of 
turbine generators for the early warning project in Alaska, the so- 
called DEW project, which would seem to me to be the last place 
where we ought to have units included that were manufactured abroad 
and would have to be serviced abroad when our vital national security 
is involved. I am happy to say that, apparently, not for that reason, 
but for another reason the DEW project will be awarded to a Schenec- 
tady firm rather than to a foreign firm. But it shows the trend that 
has been going on, Mr. Chairman. It is a serious trend from the 
point of view of American industry, particularly because our experts 
in Schenectady tell us that not only from the point of view of labor, 
but from other points, if the foreign manufacturing firm wants to un- 
derbid us they can do so almost at will in the turbine field. We used 
to think we had a special monopoly in terms of our technique in this 
field, but that seems to have disappeared. 

So, Mr. Chairman, the effect of this amendment is merely to make 
sure that in the use of these funds, if the legislation is adopted, the 
same protection afforded to American industry in every other field by 
the terms of the Buy American Act is afforded to the TVA in expend- 
ing these funds. 

I think the formulation of this language in the legislation was prob- 
ably an oversight, Mr. Chairman, but as you are aware, in the Senate 
bill it is on page 5, line 5, that the expenditure of bond proceeds shall 
not be subject to the requirements or limitations of any other law. 

The House report on this went into some detail, indicating that. 
apparently, what the committee had in mind was the requirements of 
the Government Corporation Control Act and they had not, appar- 
ently, intended that this should apply to other legislation such as the 
Buy American Act or, for that matter the statutes dealing with 
licensing. 
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Senator Kerr. Is there any relation between the two? 

Mr. Srratron. No, sir; but it just shows the extent to which this 
kind of a sweeping statement might be applied. 

Senator Kerr. For the benefit of your memory, I wanted to make it 
clear there was no relation between the two. 

Mr. Srratron. I should have made that clear myself. I think re- 
gardless of the propriety of drawing the bill up in this way, I think 
that it is highly important that it should be made clear that this does 
not exclude the TVA from the general provisions of the Buy Ameri- 
can Act. And the committee in the House assured me that that was 
not their intention and, in fact, that was the reason presumably that 
they were willing to accept that amendment and it went through the 
House without any substantial opposition. ; 

As you are aware, Mr. Chairman, the provisions of the Buy Ameri- 
can Act give a 6 percent differential to American industry in com- 
petition with foreign industry whenever a Government agency or 
purchasing department is concerned. And that when the product 
in question is to be manufactured in an unemployment area, then the 
margin is increased from 6 to 12 percent. In my own judgment, this 
is not an adequate differential. In fact, I have introduced a bill that 
would extend the margin to 25 percent. But I, certainly, believe 
that, at least, a modest margin provided by the Buy American Act 
ought to be applied, and I believe that the committee in the House 
intended that it should be applied to TVA as it applies to every 
other agency of Government in the expenditure of this $750 million. 

Naturally, representing an unemployment area, we are anxious to 
have our fair share of whatever business is created by this legisla- 
tion, if it is adopted. 

I might say that. the General Electric Co. which has not, perhaps, 
always been fully sympathetic to public power has supported this 
bill as it passed the House, not only with this amendment, but with 
the so-called Vinson amendment to which Senator Talmadge re- 
ferred to a moment ago. And I feel that this is the very least that 
can be done to recognize the importance of American industry in 
this field and to make sure that American jobs will be protected in 
the modest way that the Buy American Act provides in the event that 
the TVA is allowed to proceed with bond purchases in the amount of 
$750 million. 

I urgently, therefore, and earnestly recommend to the committee 
that the provisions of this amendment be included in the bill when 
it is reported from your committee. 

I might add one other thing, Mr. Chairman. This amendment 
was written on the floor of the House. It is quite conceivable that 
from a legally, esthetic point of view it ought to appear somewhere 
else in the bill. And, perhaps, it ought to be written in some other 
way. I have no particular feeling with regard to that. I do feel 
that it ought to make it perfectly clear that when the expenditure 
of the proceeds of these bonds is involved that the Buy American 
Act is not excluded as it, certainly, is under the formulation of the 
bill as it now stands. 

Senator Kerr. Thank you, Congressman Stratton. 

Mr. Donald C. Cook, executive vice president of the American Elec- 
tric Power Service Corp. of New York. 
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STATEMENT OF DONALD C. COOK, EXECUTIVE VICE PRESIDENT OF 
THE AMERICAN ELECTRIC POWER SERVICE CORP. OF NEW 
YORK 


Mr. Coox. My name is Donald C. Cook. I am executive vice presi- 
dent of American Electric Power Service Corp. and I appear before 
you on behalf of the American Electric Power System. 

The boundaries of the service area of our system are contiguous to 
those of TVA for some 150 miles in northern Tennessee and south- 
western Virginia. One of our operating companies is the only sub- 
stantial investor-owned electric utility still operating in the State 
of Tennessee. We are, therefore, directly affected by H.R. 3460 and 
S. 931, and we have a vital interest in the problems they raise. 

Mr. Philip Sporn, who is the president of our company had in- 
tended to be here today, but he is leaving on a business trip abroad 
this afternoon, and that is the only reason why he is not here. 

American Electric Power Co. and TVA have a long record of 
cooperative arrangements for interchange of power and for assisting 
ae other in emergencies. We regard TVA as an efficient and well 
run utility system. I think you will find that TVA has a similar 
regard for us. 

VA is the sole power supplier for the area it serves. Congress 
is trying to find some means of enabling TVA to finance the facilities 
necessary to supply the increasing requirements of this area. For 
many years such financing has been obtained by appropriations. 
H.R. 3460 and S. 931 are intended to enable TVA to finance its expan- 
sion by issuing its own revenue bonds. 

I want to address myself to the problem raised by the proposed leg- 
islation which is of the most immediate, direct, and greatest concern 
to our companies. That is the threat, as we see it, of uncontrolled 
expansion of TV A’s service area which could result in direct and sub- 
stantial injury to the properties of our system. 

I want to emphasize that I am not here to advocate dismemberment 
of TVA or any other course of action which would, in any way, impair 
or injure the most efficient operation of TVA’s electric power system 
to provide for the electric power requirements of the area it now 
serves. We ask only for the same kind of consideration from TVA 
and its supporters. 

I am here for the purpose of doing what I can to protect the prop- 
erties of our system and the interests of its stockholders. I ask the 
consideration and help of this committee in preventing injury to 
these properties and stockholders. 

By way of background, our companies supply electric service in 
seven States, mainly in Virginia, West Virginia, Indiana, and Ohio, 
but also in Michigan, Kentucky, and northeastern Tennessee. The 
properties of our system represent net assets of some $1,400 million. 

Our system serves close to 1.4 million customers, and it supplies 
them with 4.5 percent of the electric energy supplied by the utilities 
of the United States. 

American Electric Power Co. is a publicly owned company having 
over 60,000 stockholders. Exhibit 1 attached to my prepared state- 
ment shows this distribution. You will note that the total value of 
our equity securities held by the public amounts to over $1,100 million. 
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These securities are held by the citizens of all 49 States and Hawaii. 
Large amounts of our securities are held by insurance companies, 
investment companies, and pension funds so that the welfare of a 
yast number of people throughout the United States, in addition to 
those who hold our stock directly, is affected by the future well-being 
of our system. In addition, we have some 13,000 employees who are 
similarly vitally concerned. 

We believe that we do a good job of serving our territory and meet- 
ing its needs for power. 

Senator Ranpoueu (presiding). I interrupt to inquire about the 
13,000 employees. Would you for the record, if you do not have 
the — available today break down by States the employ- 
ment es. 

— ook. I would like to furnish for the record the precise details 
of that. 

I think that I can give you a pretty good approximation. I would 
say that about 33 percent of the employees are located in the State of 
Ohio, approximately 22 percent would be located in the State of 
West Virginia, approximately 15 percent would be located in the 
State of Virginia, approximately 18 percent would be located in the 
State of Indiana, and the balance would be distributed between the 
States of Kentucky, Tennessee, Michigan, and New York. But I 
will get those exact details for the record and supply them to the 
reporter. 

Mansion RanpourH. Thank you. 

(The information is as follows :) 


American Electric Power System employee by States, Dec. 31, 1958 


Kentucky. 
West Virginia 
Virginia 


Mr. Coox. Exhibit 2 indicates the 15 most efficient powerplants in 
the United States year by year from 1950 to 1958, inclusive. The 
1950-57 data reflect official figures released by the Federal Power 
Commission. The 1958 figures are those publicly reported, but they 
have not yet been officially published by the Federal Power Commis- 
sion. You will note that in each of these years the most efficient 
plant in the United States—and we believe this means in the world— 
was one owned by the AEP System or engineered and constructed by 
it. 

In 1958 not only did we have the most efficient plant but we had 6 
of the top 13 plants in the country. 

In the period 1946-58, while our net earnings for common stock 
aggregated $385 million, we paid $186 million in State and local taxes, 
$267 million in Federal income taxes, and $23 million in other Federal 
taxes, or a total tax bill of $476 million. This tax bill amounted to 
123 percent of our total net income. You will find this information 
set forth in exhibits 3 to 6 attached to the statement. 





148 REVENUE BOND FINANCING BY TVA 


During this period we invested in our properties the sum of $1,239 
million, including $190 million in Virginia, $305 million in West 
Virginia, $406 million in Ohio, and $279 million in Indiana. And 
the details of these figures will be found in exhibit 7. 

At the end of 1945 our generating capacity was 1,826,000 kilowatts. 

Exhibit 8 shows its increase year-by-year until the present time. 
You will note that at the end of 1958 we had generating capacity of 
5,432,000 kilowatts, or 300 percent of our capacity in 1945. 
_ There has never been a power shortage in our area. We believe 
in adequate reserves and have built them. As we sit here, we have 
a reserve capacity of over 1 million kilowatts representing an invest- 
ment of probably $135 million. And we have another 900,000 kilo- 
watts under construction which will be in service in 1959 and 1960. 
We are aggressively building load and will continue to do so. We 
have, in fact, a 16 million kilowatt system projected for 1975 and, 
should the requirements including adequate reserves prove to be 
greater, we will build the needed capacity. 

TVA has asked for revenue bond legislation for the specific pur- 
pose of taking care of the increasing requirements of its existing serv- 
ice area. It has stated that it has no present plans to expand its 
service area. But we and other investor-owned utility companies 
operating in the areas directly adjacent to TVA are deeply concerned 
about the possibility that, unless restrained, TVA will expand its 
operations to take over our customers and, by attrition or forced sale, 
materially impair the value of our properties. 

TVA was originally organized in 1933 to deal primarily with 
navigation and flood control and to develop only incidental hydro- 
electric power. TVA’s electric power business now clearly repre- 
sents its major activity. It has become by far the largest electric 
power system in the country. TVA is now constructing steam plants 
for the sole purpose of providing the ever-increasing power require- 
ments of its customers. 

In the period 1933-38, the power marketing area of TVA covered 
about 20,000 square miles, mostly close to the Tennessee River and its 
tributaries. The service area has been expanded to the point where 
it is now over 80,000 square miles. It is true that in the last decade 
there has been a relatively slight expansion. But it is also true that, 
in this period, TVA has been occupied with the job of providing 
sufficient capacity to supply its existing customers. The great growth 
in TVA’s geographic territory occurred when it had large amounts 
of surplus power. Surplus capacity or the ability, without the need 
for congressional approval, to bring in surplus capacity will, I be- 
lieve, again lead to strong pressures for further geographic expansion. 

In the course of its growth since 1933, the TVA system has taken 
over all or part of the properties of more than 30 electric power 
companies. 

In addition to the advantages incident to its size, TVA, as a Gov- 
ernment agency engaged in a commercial enterprise, has a number 
of economic advantages which are not available to investor-owned 
companies. The two most important relate to taxes and the cest of 
capital. These latter two items, taken together, represent over 45 
percent of our total system costs in producing and selling electric 
power. Our system is faced with the hard fact that we must collect 
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from our consumers over 45 cents out of every dollar of revenue to 
cover our taxes and cost of capital. 

In the case of TVA and its distributors—taking into account all 
taxes or in-lieu payments of TVA and its distributors, treating the 
earnings of TVA (approximately 4 percent) as the equivalent of a 
required cost of capital and including also the interest paid by its 
distributors—the TVA system needs to include less than 23 cents 
per dollar of revenue to cover its tax and capital costs. These eco- 
nomic advantages inevitably create pressures for continued expansion 
of TV A’s service area. 

In the past, the need for TVA to appear annually before the 
Appropriations Committees of the Congress, in itself, operated as 
a restraint on uncontrolled expansion. Those whose properties might 
be threatened always knew that they would have the opportunity to 
appear before the Congress to present their views. But revenue bond 
financing will eliminate the need for TVA to appear before the Con- 
gress to request appropriations, 

TVA is not now subject to any State or Federal regulatory author- 
ity. With the elimination of the congressional control, which, as a 
practical matter, is derived primarily from the control of the purse, 
there will be little or no restraint on the three-member Board to 
expand to whatever extent they desire. It is for this reason that 
I am here to urge—as earnestly as I can—that, if the Congress is 
to authorize revenue bond financing, such authorization should pro- 
vide that TVA may not expand outside its existing service area unless, 
and except to the extent, expressly authorized by the Congress. 

S. 931 does contain a recognition of the problems raised by a 
revenue bond authorization which would permit unlimited geograph- 
ical expansion of TVA’s service area. The relevant provision appears 
at page 2, line 15, to page 3, line 14, of the bill. But, although it 
was apparently intended that this provision would substantially con- 
fine TVA to its existing service area, a careful analysis indicates 
that it would permit substantial further expansion. 

Almost all of the area into which such expansion would be per- 
mitted is now served, directly or at wholesale, by investor-owned 
companies operating under the regulation of State commissions. 

In its particular effect on our system, the expansion permitted by 
this provision would enable TVA to take over some 4,600 square miles 
served by our system in Tennessee and southwest Virginia, in which 
area we have an investment of over $36 million to serve some 85,000 
customers. Further, we have recently made an additional invest- 
ment in this area of some $60 million in new powerplant facilities. 

TVA states that it has incurred a responsibility to take care of the 
increased power requirements of the area it now serves; it points out 
that the people in such area have no other way to obtain their power 
requirements. But, even on this basis, there is no evidence whatever 
of any such comparable responsibility or need outside the existing 
service area. 

TVA’s expansion outside its existing service area can come about 
only by taking away customers who are now being served, directly 
or at wholesale, by utilities providing service in the adjacent areas. 
It is basically unfair to permit an agency of the Federal Government 
to engage in outright competition to take away the customers and 
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materially impair the value of the properties of a business enterprise 
which is operating lawfully under State and, in our case, Federal 
regulation. And if such competition is to be authorized, it should 
be permitted only after submission of all the facts and circumstances 
to the Congress and only after express congressional approval author- 
izing the Government agency to take over the customers and properties 
of the business enterprise affected. 

The idea of defined service areas in the public utility field is firmly 
based on sound economic policy. It has its roots in long-established 
legislative and regulatory policies to prevent wasteful duplication of 
facilities and to afford some stability to a public utility which is 
properly carrying out its responsibilities. Thus, in most of the States 
with which I am familiar, public utilities are not permitted to expand 
beyond their existing service areas unless, after an appropriate show- 
ing, the Public Service Commission issues a certificate of public con- 
venience and necessity permitting such expansion. And where service 
is already being provided by another utility in the area into which 
expansion is proposed, such a certificate is issued only after a finding 
by the Public Service Commission that the utility in the area is not 
properly meeting its responsibilities. Since TVA is not subject to 
regulation by any Federal or State commission, I am suggesting that 
it should be required to obtain similar approval from the Congress for 
any further proposed expansion into any new area. 

In full recognition of this problem, the House Public Works Com- 
mittee voted—and here there appears to have been little disagreement 
among either the majority or minority—to amend the area limitation 
of H.R. 3460 to adopt, with some modification, an amendment initially 
proposed by Congressman Carl Vinson. In essence, and subject to a 
few exceptions for certain specifically named communities, this amend- 
ment (which appears at p. 2, line 13, to p. 3, line 10, of H.R. 3460, as 
it passed the House) provides that TVA shall confine its operations 
to its existing service area unless Congress expressly authorizes any 
proposed expansion. 

I urge most strongly that nothing be done in this committee or in 
the Senate to weaken this provision of H.R. 3460. And, if the com- 
mittee directs its attention to S. 931, I urge most strongly that the 
agen proposed by Congressman Vinson be incorporated in that 

ill. 

Finally, I want to emphasize again that I am not suggesting that 
TVA should not expand its capacity within its present service area 
as fully as may be required by the needs of that area. I am not even 
suggesting that there may not be occasions where minor territorial ex- 
pansion might be justified, although I know of none today. I am 
urging only that if and when TVA wants to extend its area geo- 
graphically, it should be required to justify its pronosal to the Con- 
gress and secure congressional authorization before it proceeds. 

I want to thank the committee, and I will be glad to answer any 
questions. 

Senator Ranpotpn. Senator Case. 

Senator Casr. Mr. Chairman, I should like to ask the witness: Did 
you hear the testimony relative to the town of Monticello this 
morning? 


Mr. Coox. I did, sir. 
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Senator Case. Would Monticello be covered by your objections? 

Mr. Coox. Senator, with the greatest of deference to the gentleman 
who presented the facts with respect to that community, I would have 
to say to the committee that I do not feel that the facts which first 
became known to me this morning—as to a situation about which I 
have no further knowledge—would be enough to really allow me to 
express any kind of a judgment that would be of any worth to the 
committee. 

Senator Case. Do you serve Monticello? 

Mr. Coox. We do not. We do not serve in that area at all, Senator. 

Senator Casr. Then I wouldn’t ask you any further questions on it. 
You are satisfied with the Vinson amendment ? 

Mr. Coox. We are entirely satisfied with the Vinson amendment; 
yes, sir. We believe there are two indispensable things with respect 
to this legislation about which there can be, in our judgment, no 
appropriate compromise. One, obviously, is from the point of view 
of the supporters of the TVA that they find a means to finance the 
requirements of their area; the other is that if they are to be given 
that power, and they not only have the means of taking over our 
properties but the power to do so also, and the thing which we regard 
as indispensable from our point of view, Senator, is that there now 
should be determined a boundary between the TVA and the private 
companies as exists between all other private companies in this 
country. 

Senator RaNpoteH. Senator Cooper. 

Senator Coorer. Thank you, Mr. Chairman. 

I know your company serves certain parts of Kentucky. 

Mr. Coox. Yes, we do, Senator. 

Senator Cooper. Would you file with the committee a statement 
showing the area and the communities in Kentucky that the American 
Electric Power Service Co., or its subsidiaries serve? 

Mr. Coox. Yes, Senator, we will be very happy to do that. I can 
tell you generally, now, if it will be useful here. 

Senator Coorer. I think it will save time if you will file it. 

Also, would you file a statement showing the total power that your 
company or its subsidiaries furnishes to areas and communities in 
Kentucky, say over a period of the last 5 years. 

Mr. Coox. We will be very happy to do that, Senator. 

Senator Coorer. You have spoken of your exchange arrangements 
with the Tennesseee Valley Authority. 

Mr. Coox. That is true. 

Senator Coorrr. I want to leave exchange power for a moment. 

Do you purchase power from the TVA to supply the primary needs 
of your customers as distinguished from power exchange arrange- 
ments ¢ 

Mr. Coox. No, Senator. Let me tell you and the committee what 
our arrangements are with the TVA and for many years have been. 

Senator Coorer. Before you get into that, my question is just sim- 
ply on this point. I know about your power exchange arrangements, 
but do you purchase a block of power from the TVA for the primary 
supply of your customers? 

Mr. Coox. We do not. 

Senator Coorrer. Now, there is nothing in this bill which limits the 
right of your company, or any of its subsidiaries to continue its power 
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exchange arrangements with TVA or to negotiate new power ex- 
change arrangements ? 

Mr. Coox. That is true, Senator. 

Senator Coorrr. Would you furnish the committee with a state- 
ment, say covering the period of the last 5 years, which would indi- 
cate the volume of power that you have purchased from TVA under 
power exchange arrangements? 

Mr. Coox. Yes, sir, and I would like to include in that statement the 
volume of power which we have sold to TVA. 

Senator Coorer. That is right. 

Mr. Coox. That statement, incidentally, will indicate that ap- 
proximately it has balanced out over the years, Senator. 

(The information requested is as follows:) 
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Senator Coorer. Do you have any arrangements with any rural 
electric cooperative to supply rural electric cooperatives with power? 

Mr. Coox. We supply a great many rural electric cooperatives with 
power, Senator. 

Senator Coorer. You have studied, of course, both bills. From 
your study of the bills would you consider that the provisions in the 
two bills, or in either one of them, relating to service area and the 
exchange of power would limit your right and/or the right of the 
rural electric cooperative that you serve to secure additional power 
from you within their present service area as growth and needs would 
demand ? 

Mr. Coox. I will have to ask the reporter to repeat the question 
because I did not hear a portion of it, Senator. 

Senator Cooper. Well, let’s take an example. You serve, say, the 
Green River Electric Cooperative. We will take a name. Today 
there are certain power needs in the area, the existing area of that 
cooperative. We must assume that the power needs of that coopera- 
tive will increase. Would you consider under this bill that you 
could purchase additional power from TVA to furnish the increased 
needs of the Green River Electric Cooperative ? 

Mr. Coox. We have never purchased power from TVA for the 
purpose of supplying any of our customers on any kind of a perma- 
nent basis, Senator. Those relationships have been of the nature 
generally described as interchange relationships. 

Senator Coorrr. I thought you said a moment ago that you did 
supply some rural electric cooperatives. 

Mr. Cook. We do, Senator, but bear in mind we have an enormous 
amount of generating capacity ourselves. Indeed, as I have told the 
committee, we have a reserve capacity of a million kilowatts and we 
do not purchase power from TVA for the purpose of taking care of 
our own customers. We exchange power with TVA as we do with 
our other utility neighbors only when it is mutually advantageous 
from the point of TVA and from the point of view of ourselves to 
do so. 

Senator Coorrr. Well, you do have power exchange arrangements 
with TVA which affect your ability to supply your customers? 

Mr. Coox. No, that is not quite true, Senator, and perhaps if you 
have that thought in your mind, it might be worthwhile now for me, 
wer than later, to indicate the nature of our relationships with 

Senator Coorrr. Before you do so, then I would like you to keep in 
mind this question: Is there anything in this bill, and particularly the 
provision in the House bill, which relate to service area of power ex- 
change arrangements, would in any way limit your ability to provide 
vour rural electric customers with the power exchange arrangements? 
Would you be able to continue to meet needs that might arise under 
power exchange arrangements ? 

Mr. Coon. 3 think I know what you have in mind, Senator. If 


what you mean, would it be possible under this bill for us to buy a 
block of power from TVA and sell that block of power to our cus- 
tomers on some kind of a long-term permanent basis, the answer is 
“No.” It could not be done under this bill. But I hasten to say 
that we have never had that type of relationship with TVA, nor have 
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they had it with us. Our relationship with TVA is generally this, 
We sell them and they sell to us, as the occasion requires, power that 
falls into four different classifications. 

Classification No. 1 is what is known as economy power. It is 
that kind of power which could be supplied by the purchasing com- 
pany to its customers, had it desired to use its own facilities, but 
which can be purchased from another supplier at a lower price at 
that particular moment. It has to do with the incremental gen- 
erating costs of the various plants of each system. Under the cir- 
cumstances, the payment that is paid by the purchaser to the seller 
is the seller’s cost of production plus an additional amount equal to 
50 percent of the differential between the cost of production of the 
seller and what the cost of production of the purchaser would. have 
been on incremental basis had the purchaser elected to generate itself 
and sell that power. 

The second class of energy which we sell to TVA and they sell to 
us, is energy which is known as emergency energy, and that could 
come about when TVA might lose a large unit at one of its plants, or 
more than one, or we, on our part, might lose one or more large units, 
and be unable within our own resources to supply the power demands 
of our area over some particular period for a short interval. Under 
those circumstances, we would back up TVA and help them to meet 
the emergency conditions on their system, and similarly, they would 
back us up and help us to meet the emergency conditions on our 
system. 

There is a third class of enrgy which is called nonreplacement 
energy. All that means is that the energy that is purchased at various 
times one from the other, going in both directions, is settled not on 
the basis of energy returned to the seller on another occasion, but 
rather is settled on a cash basis and the price is the out-of-pocket 
cost to the producer, plus one-half mill per kilowatt-hour. 

Finally, there is the fourth class, which is known as short-term 
capacity, and the only difference between this class and the so-called 
nonreplacement class is that it is normally scheduled by the week, 
and is cancellable on short notice by either party. With respect to 
short-term capacity, the charge is 30 cents per kilowatt-week plus 
an energy charge which is equal to the out-of-pocket cost incurred in 
connection with producing that energy plus 10 percent. 

You will notice, Senator, from these four categories that I have 
given you, that under no one of them does there exist any arrange- 
ment for long-term purchases, either by TVA from us or by us from 
TVA. 

Senator Coorer. Then there is nothing in the House bill that would 
limit your capacity or your desire under the exchange arrangements 
to provide when needed, necessary power to any rural electric co- 
operative that you serve? 

Mr. Coox. There is nothing in this bill, Senator, which would pre- 
vent us from doing what we normally do in supplying the loads of 
our co-ops, that is to supply them out of the energy which we have in 
our system, or if emergency requirements intervene, to obtain energy 
for that or for any other purpose on that kind of a temporary basis 
from TVA. But that is a normal interchange basis, Senator. 

Senator Ranvoten. Senator Muskie. 
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Senator Muskie. Mr. Cook, you expressed no objection in the bill, 
especially the House bill, to the territorial limitation ? 

Mr. Coox. That is true. 

Senator Muskie. You approve of the financing principle incorpo- 
rated in the bill? 

Mr. Coox. Senator, you are entitled to a categorical answer and I 
am going to give you one. I would ask your indulgence for just 1 
minute to allow me to make a prefatory statement. 

In my opinion, the genius of the American system of Government 
has been its ability to somehow work out diverse interests, somehow 
to accommodate all of the various interests of different parts of the 
country and of different groups of people within the country. Now I 
do not believe that it is possible for any group or for any interests 
to be able to work its will on any question. ‘That goes for our industry. 
I think it goes for TVA. 

Now I do not think that one has to say that the revenue bond method 
of financing is in every particular a fine and appropriate method of 
financing the requirements of TVA—to be able to say that, looking 
at this legislation, which provides for revenue bond financing, but 
also provides for a territorial limitation in the same piece of legisla- 
tion. Looking at that package, it deserves to pass. I think that one 
can say that the time has come to do what so many people of good 
will and ability have sought for so many years, namely, to tien about 


what has been colloquially called peace in the valley. I think the time 
has come to pass that kind of legislation and bring about that kind 
of condition. 


Senator Muskie. I don’t think I will probe you any further. 


{ Laughter. | 

Senator Ranpotpu. Senator Moss. 

Senator Moss. No questions, thank you, Mr. Chairman. 

Senator Ranpoten. Thank you, Mr. Cook. We are very glad to 
have had you here today. 
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160 REVENUE BOND FINANCING BY TVA 


Exursit 3 


American Electric Power system—Consolidated statement of system earnings 
and dividends, 1946 to 1958, inclusive 


Earnings for | Cash divi- 

Preferred American | dends paid 

dividend Electric on common 
requirements| Power Co. stock of 
(subsidiaries common American 
consolidated) stock Electric 


Power Co. 


$9, 636, 906 
1 10, 589, 446 
111, 317, 860 
112, 610, 346 

14, 941, 317 

16, 241, 044 

17, 365, 530 

19, 980, 248 

21, 589, 498 

23, 777, 032 

27, 272, 401 

29, 122, 130 

32, 673, 850 


5 


sgee 
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ee8s8e8 


8) ees 


247, 117, 608 


g 
= 
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1 Includes $4,986,567 for 1947; $6,835,540 for 1948; and $3,272,100 for 1949, cash ee of Atlantic City 
Electric Co.’s common stock which was distributed to holders of common stock of American Electric Power 
Co., Inc. 





42058 O - 59 (Face p. 160) 


Rank 1250 


*PHILIP SPORN 
Appalachian Power 
& Ohio Power 
(A.E.P. System) 

9378 


SCHILLER 

Public Serv. 

of New Hamp. 
9672 


SEWAREN 

Public Serv, 

E. & G. (NJ) 
10389 


PORT 

WASHINGTON 

Wisc.Elec.Pwr, 
10405 


DAN RIVER 

Duke 

Power 
10621 


Oo. H. 

HUTCHINGS 

Dayton P, & L. 
10708 


RUSSELL 

Rochester 

Gas & Elec, 
10941 


POTOMAC RIVER 

Potomac 

Elec, Power 
10949 


OSWEGO 

Niagara- 

Mohawk Power 
10979 


LUMBERTON 

Carolina 

Power & Lt. 
11093 


PORT JEFFERSON 
Long Island 
Lighting 

11110 


MANCHESTER STREET 
Narragansett Elec. 
11173 


TIDD 

Ohio Power 

(A.E.P. System) 
11190 


Indianapolis 
Power & Lt. 
21292 


1251 


TANNERS CREEK 

Indiana & 

Michigan Elec, 

(A.E.P. System) 
9354 


SCHILLER 

Public Serv. 

of New Hamp. 
9379 


*PHILIP SPORN 


THE FIFTEEN STEAM ELECTRIC GENERATING PLANTS 


WITH THE BEST HEAT RATES IN USA FOR YEARS 1950-1958 
(Btu Per Kwh Net Generation) 


1252 


TANNERS CREEK 

Indiana & 

Michigan Elec, 

(A.E.P. System) 
9303 


DUNKIRK 

Niagara- 

Mohawk Power 
9430 


*PHILIP SPORN 


Appalachian Power Appalachian Pwr. 
& Oh bn 


io Power 
(A.E.P. System) 
9418 


DUNKIRK 

Niagara- 

Mohawk Power 
9540 


TITUS 

Metropolitan 

Edison Power 

(Gen,Pub.Utilities) 9495 
9886 


W. S. LEE 

Duke 

Power 
995% 


CECIL LYNCH 
Arkansas Power 
& Light 

10170 


PORT WASHINGTCN 
Wisc, Elec. Pwr. 
10329 


Oo. H. 

HUTCHINGS 

Dayton P.&L. 
10372 


RUSSELL 

Rochester 

Gas & Elec, 
10515 


GOLDSBORO 

Carolina 

Power & Lt. 
10518 


RIDGELAND 

Commonwealth 

Edison_ 
10560 


DAN RIVER 
Duke Power 
10642 


SEWAREN 

Public Serv. 

Elec, & Gas (NJ) 
10690 


OSWEGO 
Niagara Mohawk 
Power 

10805 


& io Power 
(A.E.P. System) 
9432 


SCHILLER 

Public Serv, 

of New Hamp. 
9492 


J.B. WHITING 
Consumers 


DANSKAMMER 
Cent. Hudson 


Gas & Elec, 
979k 


TITUS ° 
Metropolitan 
Edison 


1253 


KANAWHA RIVER 

Appalachian Power 

(A.E.P. System) 
917 


TANNERS CREEK 

Indiana & 

Michigan Elec, 

(A.E.P. System) 
9329 


ALBANY 

Niagara- 

Mohawk- Power 
9418 


SCHILLER 

Public Serv. 

of New Hamp. 
ous 


DUNKIRK 

Niagara- 

Mohawk Power 
9510 


J. R. WHITING 
Consumers 
Power 

9540 


PHILIP SPORN 
Appalachian Power 
& Ohio Power 


(Gen. Pub.Utilities) (A.E.P. System) 
9840 959% 


W. S. LEE 
Duke 
Power 


9941 


NEW 

JOHNSONVILLE 

T. Ve. A. 
10086 


SALEM HARBOR 

New England 

Power 

(New Eng.Elec.Sys) 
10159 


GOLDSBORO 

Carolina™~ 

Power & Lt. 
10176 


0. H. HUTCHINGS 
Dayton Power 
& Light 

10211 


W. C. BECKJORD 

Cincinnati 

Gas & Elec, 
10272 


PORT WASHINGTON 
Wisconsin Elec, 
Power 

10415 


SEWAREN 


Public Serv. 
Elec, & Gas(NJ) 
10470 


ST. CLAIR 

Detroit 

Edison 
9630 


EASTLAKE 


Cleveland 
Elec, Illum, 
9661 


ASTORIA 
Consolidated 


Edison of N.Y. 
9815 


PORTSMOUTH 


Virginia Elec.Pwr. 
en 9864 


TITUS 


Metropolitan Edison 
(Gen, Pub.Utilities) 
9897 


WIDOWS CREEK 


Cent. Hudson 
Gas & Elec. 
9942 


W. S. LEE 
Duke Power 
9943 


SOURCE - Annual Statistical Report (Report for American Gas Association, 
Edison Electric Institute, Insurance Companies and Security Analysts) 
except for TVA. 


- TVA - FPC #1 for Year Ended June 30, 1950-1958 


* Jointly owned by Appalachian Power Co. and Ohio Power Company 


1254 


KANAWHA RIVER 

Appalachian Power 

(A.E.P. System) 
9113 


ST. CLAIR 

Detroit 

Edison 
9230 


TANNERS CREEK 

Indiana & 

Michigan Elec, 

(A.E.P. System) 
9251 


SHAWVILLE 

Pennsylvania 

Electric 
9310 


MUSKINGUM RIVER 

Ohio Power 

(A.E.P. System) 
9374 


1955 


**KYGER CREEK 
Ohio Valley Elec, 


**CLIFTY CREEK 
Indiana-Kentucky 
Electric Corp. 

9143 


KANAWHA RIVER 

Appalachian Power 

(A.E.P. System) 
9151 


ST. CLAIR 

Detroit 

Edison 
9220 


MUSKINGUM RIVER 

Ohio Power 

(A.E.P. System) 
9234 


1956 


TANNERS CREEK 

Indiana & 

Michigan Elec, 

(A.E.P. System) 
9106 


KANAWHA RIVER 

Appalachian Power 

(A.E.P. System) 
9115 


MUSKINGUM RIVER 

Ohio Power 

(A.E.P. System) 
9176 


**KYGER CREEK 
Ohio Valley Elec, 
Corp. 
9176 


**CLIFTY CREEK 
Indiana-Kentucky 
Electric Corp. 

9200 


957 

ad 

KANAWHA RIVER 

Appalachian Power 

(A.E.P. System) 
9118 


MUSKINGUM RIVER 

hio Power 

(A.E.P. System) 
9139 


RIVER ROUGE 
Detroit 
Edison 


Indiana-Kentucky 
Electric Corp, 
9147 


TANNERS CREEK 

Indiana & 

Michigan Elec, 

(A.E.P, System) 
9180 





EASTLAKE 

Cleveland 

Elec, Illunm, 
9386 


*PHILIP SPORN 
Appalachian Power 
& Ohio Power 
(A.E.P. System) 

9417 


KEARNEY 

Public Serv. 

E. & G. (NJ) 
9556 


BARRY 

Alabama Power 

(Southern System) 
9557 


J. R. WHITING 
Consumers 
Power 

957% 


OAK CREEK 
Wisconsin Elec, 


Fower 
9604 


DUNKIRK 

Niagara - 

Mohawk Power 
9610 


SCHILLER 

Public Service 

of New Hampshire 
9666 


NILES 
Ohio Edison 
9680 


ALBANY 

Niagara - 

Mohawk Pwr, 
9686 


TANNERS CREEK 

Indiana & 

Michigan Elec, 

(A.E.P. System) 
9373 


EASTLAKE 
Cleveland Elec. 
Tllunm,. 

9336 


*PHILIP SPORN 
Appalachian Power 
& Ohio Power 
(A.E.P. System) 

9341 


SHAWVILLE 

Pennsylvania 

Electric 
9368 


OAK CREEK 
Wisc.Elec.Pwr. 
9480 


ALBANY 

Niagara - 

Mohawk Power 
9373 


EL SEGUNDO 


ST. CLAIR 

Detroit 

Edison 
9200 


RIVER ROUGE 
Detroit 
Edison 

9210 


JOHN SEVIER 
T. V. Aw 
9221 


SHAWVILLE 

Pennsylvania 

Electric 
9241 


BAY SHORE 

Toledo 

Edison 
9282 


*PHILIP SPORN 
Appalachian Power 
& Ohio Power 
(A.E.P. System) 

9337 


So.California Edison EASTLAKE 
Ly a Elec.Illum. y,Y, State Elec. 
93 


KEARNY 
Public Serv.Ezlec. 
& Gas (NJ) 

9511 


BARRY 

Alabama Power 

(Southern System) 
9551 


J. R. WHITING 
Consumers Power 
9560 


COLBERT 
T. Ve Ac 
9413 


EL SEGUNDO 
So.Calif, Edison 
9484 


ALBANY 

Niagara - 

Mohawk Pwr, 
9497 


———— 


**KYGER CREEK 
Ohio Valley Elec. 


corp. 
9201 


ST. CLAIR 

Detroit 

Edison 
9210 


BAY SHORE 

Toledo 

Edison 
9210 


ALLEN 
Duke Power 
9349 


JOHN SEVIER 
T. Ve Ae 
9350 


*PHILIP SPORN 
Appalachian Power 
& Ohio Power 
(A.E.P. System) 

9370 


MILLIKEN 


& Gas 
9371 


SHAWVILLE 
Pennsylvania 
Elec 


(Gen. Pub. Utilities 
9396 


EL SEGUNDO 
So.Calif. Edison 
9467 


COLBERT 
T. Ve Ae 
9490 





** Sponsoring Companies: 


App. Pr. Cow; I & M Elec. Co.; Ohio Pr. Co. (Amer.Elec.Pr.Co. Sys.) 
Monongahela Pr. Co.; Potomac Ed. Co.; West Penn Pr. Co. (West Penn 
Elec. Co. Sys.) Pennsylvania Power Co.; Ohio Ed. Co.; (Ohio Edison 
Co. System) Cinn. Gas & Elec. Co.; Columbus & So. Ohio Elec. Co.; 
Dayton Pr. & Lt. Co.; Kentucky Util. Co.; Louisville Gas & Elec. Co.: 
So. Indiana Gas & Elec. Co.; Toledo Ed. Co. 


EXHIBIT 2 


1958 _ 

**CLIFTY CREEK 
Indiana-Kentucky 
Electric Corp. 

9130 


KANAWHA RIVER 

Appalachian Power 

(A.E.P. Sytem) 
9143 


RIVER ROUGE 
Detroit 
Edison 

9160 


MUSKINGUM RIVER 
Ohio Power 


(A.E.P. System) 
9161 


SHAWVILLE 

Pennsylvania 

Electric 

(Gen.Pub. Utilities) 
9163 


**KYGER CREEK 
Ohio Valley Elec. 


Corp. 
’ 9166 


ALLEN 
Duke Power 
9186 


TANNERS CREEK 

Indiana & 

Michigan Elec. 

(A.E.P. System) 
9209 


BAY SHORE 

Toledo 

Edison 
9233 


ST. CLAIR 

Detroit 

Edison 
9250 


LINDEN 
Public Serv.Elec. 
& Gas (N.J.) 

9323 


MILLIKEN 
N.Y.State Elec. 
& Gas 

9378 


*PHILIP SPORN 
Appalachian Power 
& Ohio Power 
(A.E.P. Sytem) 

9398 


OAK CREEK 
Wisconsin Elec.Pr. 
9402 


CROMBY 
Philadelphia Elec. 
9439 
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REVENUE BOND FINANCING BY TVA 165 


ExHtBitT 8 


AMERICAN ELECTRIC PowER SySTEM—GENERATING CAPABILITY, 1945 To 1958, 
INCLUSIVE 


Generating Generating 

capability capability 

(kilowatts) | Year—Continued (kilowatts) 
1952 


Senator Ranpoteu. We are delighted to have Senator Byrd of West 
Virginia as the next witness. 


STATEMENT OF HON. ROBERT C. BYRD, SENATOR FROM WEST 
VIRGINIA 


Senator Brrp of West Virginia. I wish at this time to express op- 
position to certain features of S. 931 and H.R. 3460. I would favor 
this kind of legislation only (1) if budgetary and Treasury and con- 
gressional controls are provided so that the Treasury, in particular, 
will have an opportunity to pass on the timing, amount, and interest 
rate to be paid on TVA bonds, and (2) if the Vinson territorial 
restriction amendment, minus the exceptions, is included. 

Mr. Chairman, the Treasury is responsible to the Nation for the 
management of a national debt of $288 billion. If a lesser Federal 


agency of the Government is permitted to come into the picture and 
sell bonds in competition with the Treasury, that may result in an 
increase in interest rates and it could compound the difficulties of 
mangement of the enormous Federal debt. Under this bill, the Treas- 
ury would have practically no control over the bonding nai 


and control of the financing of $750 million in bonds would be left 
virtually to the sole judgment of three TVA Board members who 
cannot be removed for an error in judgment but who are only re- 
movable for misfeasance or malfeasance in office. The Congress and 
President of the United States represent all of the people of the 
Nation. The President can remove the Director of the Bureau of the 
Budget and the Secretary of the Treasury by asking for their resig- 
nations. Removable officials should have authority over these bond 
issues rather than that authority be given to a board which is not 
removable, each of whose members serves for a period of 9 years. 
Under this legislation, the budget of the Tennessee Valley Authority 
will not be included in the overall budget of the Government so far 
as receipts, expenditures, and surpluses are concerned. TVA would 
be exempted — the provisions of the Government Corporation 
Control Act of 1945, an act which provides that the TVA, as a wholly 
owned Government corporation, shall submit a budget program to 
the President through the Bureau of the Budget and that legislation 
shall be enacted making available such funds or other financial re- 
sources as the Congress may determine. Should this bill become law, 
the President and the Bureau of the Budget would have no authority 
to review or modify the budget of the TVA, at least insofar as it 
relates to spending power revenues and revenue bond proceeds. In 
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other words, the Chief Executive would have no control, except in 
a national emergency, over an executive agency for which he is 
responsible. Two provisions of these bills specifically exempt the 
TVA from any kind of budgetary control. In setcion 15(d) both 
bills provide as follows: 

Bonds issued by the Corporation hereunder shall be lawful investments and 
may be accepted as security for all fiduciary, trust, and public funds, the invest- 
ment or deposit of which shall be under the authority or control of any officer or 
agency of the United States. The Secretary of the Treasury or any other officer 
or agency having authority over or control of any such fiduciary, trust, or public 
funds, may at any time sell any of the bonds of the Corporation acquired by 
them under this section. Bonds issued by the Corporation hereunder shall be 
exempt both as to principal and interest from all taxation now or hereafter 
imposed by any State or local taxing authority except estate, inheritance, and 
gift taxes. 

Also, section 15d(b) would exempt the TVA from the basic budget 
provisions of the Budget and Accounting Act of 1921. This reads: 

And such proceeds and bonds shall not be included in computation receipts, 
expenditures, surpluses, or deficits in the budget prepared annually pursuant to 
section 201 of the act of June 10, 1921, as amended (31 U.S.C. 11). 

It may be said, Mr. Chairman, that before the TVA can build azy 
new facilities this legislation would impose an obligation upon it. Sec- 
tion 15d(a) requires that the TVA, except with the approval of the 
President during a period of National Defense Emergency, must 
inform the President and Congress of its intention to initiate the con- 
struction of additional power-producing facilities, and it cannot pro- 
ceed with such projects until such notice has been given and until a 
period of 90 days has elapsed during a single session of Congress with- 
out Congress having enacted a concurrent resolution disapproving 
such construction. In other words, the failure of Congress to object 
would be taken as implied approval by Congress of the construction 
Paes. I am certain that we all recognize that many things can 

appen by inaction that would certainly not be consummated if action 
of an affirmative and positive nature is required in advance. 

This provision has a number of hidden limitations that are of funda- 
mental importance. First, it only applies to the initiation of con- 
struction of new power-producing projects. This bill in other sections 
would authorize the TVA to acquire the use of, or to acquire com- 
pletely, facilities used in power production by leases or by lease-pur- 
chase agreement. Thus, I am told, it could lease or lease-purchase 
the large steam-generating plant being completed by the city of 
Memphis. But this language would not permit Congress to set aside 
such an undertaking by a concurrent resolution because it would not 
involve the initiation of construction. Second, the provision only 
applies to additional power-producing projects. Congress would have 
no authority through a concurrent resolution to stop the construction 
of additional power-producing facilities at existing power-producing 
projects. Certainly such a provision would not provide adequate 
congressional control. If this legislation is passed, as it is presently 
written, granting TVA the authority to issue $750 million of revenue 
bonds and the authority to spend its net power proceeds, which would 
be in excess of $100 million a year, on its power program without 
congressional control, the TVA will be cemnitted to operate for 
several years and to expand its power-producing facilities in its own 
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way. It can choose the kind of producing facilities that it wishes. It 
can place them where it will and operate them in its own way. Con- 
cress Will not have to authorize the power-producing facilities that 
TVA will build with these revenue bonds. Congress will not have 
to make an annual appropriation of funds to permit the TVA to con- 
struct these unauthorized projects. This agency can go its own way 
and spend this money absolutely as it sees fit. It will not have to 
present to the Appropriations Committee requests for funds each year. 
The Appropriations Committee thus will not be in a position to review 
the activities of the TV A—to appraise them and to appraise the future 
program of the agency. The TVA will not be subjected to these types 
of controls imposed on all other agencies of the Government. ‘This 
means, Mr. Chairman, that we, as representatives of the taxpayers of 
this Nation, who have a $1.2 billion appropriation investment in TVA, 
and $1.6 billion in total, would have practically nothing to say about 
how TVA is operated in the future. 

Moreover, Mr. Chairman, I strenuously object to S. 931 because, 
in effect, it would invite TVA to expand its power service to cover 
territory now being served adequately by 11 private electric com- 
panies. This bill in section 15d(a) (p. 2, line 15; p. 3, line 5) pur- 
ports to limit the area in which the TVA would be permitted to dis- 
pose of power produced by facilities financed by revenue bonds. But, 
in effect, this very language would invite TVA to expand its service 
area by many thousands of square miles over the 80,000 square-mile 
area presently served by the TVA. The language purports to limit 
the power marketing area of TVA, but it, in fact, invites an expansion 
of its present area. 

Senator Case. Are you referring there to the Senate bill or the 
House bill ? 

Senator Byrp of West Virginia. To the Senate bill. 

There is no restriction on sale or delivery of power produced by 
existing power facilities, and TVA can expand its operations, under 
this bill, without previous authorization or appropriation by Con- 
gress. The obstacle which must be surmounted at the present time 
is the appropriations process, the authorizations process of Congress. 

On this question of TVA’s power service area, H.R. 3460, Senator 
Case, as passed by the House of Representatives is far superior to 
S. 931. The House bill on page 2, line 13 to 21, contains a very desir- 
able amendment first presented by Representative Carl Vinson. This 
language in effect provides that, unless authorized by Congress, power 
facilities of the TVA “shall not be used for the sale or delivery of 
power for use outside the service area of the Corporation as it existed 
on July 1, 1957,” (except for exchange agreements to be made with 
utility systems where such arrangements already exist). This lan- 
guage is most important because it would prohibit TVA from com- 
peting unfairly with the privately owned electric companies that 
border its present area. But I regret that language was added to 
that proposed by the gentleman from Georgia which would permit the 
TVA to serve no less than 10 cities or towns in Tennessee, Georgia, 
and Kentucky not actually served on July 1, 1957. 

_ The original amendment as proposed by the gentleman from Georgia 
is highly desirable. The House committee I believe weakened this 
amendment by making certain exceptions and thereby opening the 
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door for future expansion of TVA’s service area. There are two 
reasons for opposing the exceptions added to the original Vinson 
amendment. First, the inclusion of such a list of exemptions obvi- 
ously would extend TVA’s power service area beyond its boundaries 
as they existed on July 1, 1957. Second, the inclusion of such a series 
of exceptions might encourage, as it has already done in the House, 
further efforts at amendments on the Senate floor to include addi- 
tional cities outside the territorial limitation contained in the Vin- 
son amendment. Consequently, I strongly urge that there be in- 
cluded in S. 931 before it should be reported from this committee, 
the language that is contained in H.R. 3460 on page 2, lines 13 to 21 
as passed by the House. This would be substituted for the language 
on page 2, line 15 through page 3, line 14 to S. 931. 

Mr. Chairman, unless the Vinson amendment without the excep- 
tions is included in the legislation, enactment of this bill into law 
would permit an unjustified and unwarranted intrusion by the TVA 
into an area adequately served by free private enterprise as we now 
know it. The privately owned electric companies presently serving 
the additional area which would be added to TVA-served territory, 
pay taxes to the Federal Government. Fifty-two percent of their 
net profits go in taxes to the Federal Government—not to mention 
the substantial amounts of taxes to State and local communities— 
but once a municipality, once a rural area being served by private 
electric company is taken over by the TVA, that area is no longer 
buying electricity on which the privately owned electric company is 
entitled to make a modest profit which would be subject to the Fed- 
eral income tax. So every time that the TVA expands its marketing 
area by taking over consumers from privately owned electric com- 

anies it reduces the tax base available to the Federal Government. 

ith a budget that is highly unbalanced this year, and which next 
fiscal year may just attain a balance, it is imperative to preserve every 
possible source of revenue that might be available to the Federal 
Government. 

(Senator Kerr, the permanent chairman, resumed the chair at 11:50 
a.m.) 

Senator Brrp of West Virginia. Mr. Chairman, I and my senior 
colleague who sits upon your distinguished committee represent a 
State the economy of which is based largely upon the coal industry. 
We welcome every market for coal. The private-electric utility in- 
dustry is well prepared to handle the increasing demands of our Na- 
tion for electric energy. Through sound business planning and in- 
vestment, it has on its drawing boards complete designs for augmenting 
capacity to the extent required by a growing population and power- 
hungry industry and homes. With coal the chief source of energy for 
turning the turbines, for spinning the generators that produce this 
power, our miners look forward to greater and greater use of coal 
by the utilities. Meanwhile, the TVA’s record for purchasing coal 
leaves something to be desired. Entirely too much of the fuel moving 
into TVA plants comes from mines whose workers are underpaid 
and who are deprived of the reasonable security safeguards afforded 
in major producing areas. 

The United Mine Workers of America have time and again de- 
rmanded that the TVA effect reasonable adjustments in its fuel- 
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purchasing program, but these pleas have been to little avail. The 

eneral feeling among the mine workers and industry management 
is that the sale of coal to private utilities is much more representative 
of fair competitive bidding. 

No, Mr. Chairman, I cannot find any advantage to the general wel- 
fare in the legislation, as it is presently written, which we are consider- 
ing here today. As a matter of fact, to broaden the authority of this 
agency might further imperil whatever stability in coal prices re- 
mains in the TVA periphery. Through its so-called spot purchases 
of coal, it contributes to the violation of the spirit of the Walsh-Healey 
Public Contracts Act. It is folly for the Congress of the United 
States to set minimum wage standards and then permit an agency 
of this Government to be a party to the repudiation of this wage 
level. Those of us who have been concerned with the invasion of 
American markets by products manufactured in countries where 
wages and standards of living are far below those prevalent in this 
country have periodically reminded Congress that it appears wholly 
inconsistent to permit this practice to continue. We enact legislation 
setting minimum wage scales. Then, we, in effect, invite our markets 
to be flooded with commodities produced by human beings whose 
earnings are but a small percentage of those enjoyed by counter- 
parts in this country. So we in West Virginia feel, Mr. Chairman, 
that the passage of this legislation would inure to the detriment of 
our State, its economy being based largely upon the coal industry and 
the coal miners who work in that industry. 

Mr. Chairman, I respectfully urge that the Vinson amendment 
minus the exceptions be included in the legislation before it is re- 
ported by the committee. Also, Mr. Chairman, I wish to emphasize 
that I have no quarrel with the desire of those who wish to finance 
future construction by the TVA through the means of revenue bonds. 
However, the power to finance by revenue bonds must be surrounded 
with proper governmental controls. The authority of the Secretary 
of the Treasury should be maintained to supervise the issuance and 
the terms of revenue bonds, and as the representatives of the people, 
the Congress should require prior reporting by the TVA of its 

lanned expenditures of funds raised through the sale of revenue 

nds as well as the annual after-the-fact report now required. Fi- 
nally, Mr. Chairman, I respectfully urge that the TVA be required 
to make a repayment of at least $20 million annually on the original 
appropriation investment, and that interest be required on payments 
which may be deferred under the 2-year clause of subsection e of 
section 15d, and that provision be made for repayment of and a 
return on the $468 million of retained revenue from power sales. 

Mr. Chairman, I thank you for this opportunity to appear before 
your committee. This completes my statement. 

Senator Kerr. Thank you very much, Senator Byrd. 

Senator Ranpotpn. My colleague has presented a well-considered 
statement. He has set forth the problems of West Virginia in an 
effective manner. 


Senator Kerr. Mr. R. E. Ritchie, president of Arkansas Power & 
Light Co. of Little Rock, Ark. is our next witness. 
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STATEMENT OF R. E. RITCHIE, PRESIDENT OF ARKANSAS POWER 
& LIGHT CO., LITTLE ROCK, ARK. 


Mr. Rrrcnte. My name is R. E. Ritchie. I am president of Ar- 
kansas Power & Light Co., and I live in Little Rock, Ark. 

Arkansas Power & Light Co. furnishes electric service directly to 
approximately 290,000 customers located in 61 of the 75 counties of 
the State. Of this number, more than 100,000 are rural customers, 

In addition, the company furnishes power to 14 of the 18 rural 
electric cooperatives in the State for resale to more than 100,000 addi- 
tional ctstomers. 

The company’s modern generating plants, 2,400 miles of trans- 
mission lines and 22,000 miles of lower voltage lines constitute an 
efficient and dependable interconnected facility having ample capa- 
bility for all present needs and the generating, transmission and other 
facilities under construction assure the continuation of ample capa- 
bility. 

iomnaiad Power & Light Co. is regulated by the Arkansas Public 
Service Commission with respect to rates, service, financing, and other 
matters. 

It has been my position consistently that if the Congress resorts to 
revenue bond financing for the Tennessee Valley Authority, it will 
be adopting a very dangerous financing policy for Government enter- 

rises and I have opposed such legislation. However, if Congress, 
in its wisdom, elects to adopt the revenue bond method of financing 
TVA, as proposed in S. 931 and House bill 3460, the very least it 
should do is to surround the authorizing legislation with appropriate 
safeguards. The proposed legislation before this committee does 
not do so adequately in my opinion. There are a number of shortcom- 
ings, such as: lack of budgetary control; lack of Treasury control: 
lack of congressional control; inadequate interest and repayment re- 
quirements; and inadequate territorial limitation. 

While all of the shortcomings of the bill are important, I shall direct 
myself principally to the area limitation language which begins in line 
15, page 2, and continues through line 14, page 3 (S. 931) : 

I am not going to read the language. It is printed in my statement 
here but to conserve time I will skip this and pass on. 

I have sought opinions from a number of persons trying to determine 
the extent to which the service area in which TVA power is being used 
could be expanded under the so-called area limitation provision. 

The composite of the opinions is that it is impossible to tell now for 
sure. On any conservative interpretation, the alleged limitation per- 
mits very substantial expansion. If on the other hand the words are 
construed as liberally as they may be, there could be almost. unlimited 
expansion. 

Again, I have some statements of “liberal interpretation” and I will 
skip that. You all have copies. 

Dacian interpretations by TVA in the past would indicate that the 
statute would be interpreted liberally. For example: In connection 
with making appropriations for the fiscal year ending June 30, 1945. 
Congress stated— 


None of the power revenue of the Tennessee Valley Authority shall be used 
for the construction of new power producing projects (except for replacement 
purposes) unless and until approved by Act of Congress. 
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Later, a time came when Congress had rejected certain requests for 
appropriations for new and additional generating units. TVA’s 
eneral counsel rendered an opinion, the substance of which was that 
TVA could use power revenues to build new and additional units (not 
new units to replace old units) if the new and additional units were at 
sites where generating units had already been built. 

And, TVA has been standing on that liberal opinion of what had 
appeared to be simple preventive language for some time now to build 
new and additional generating units with power revenues. 

Going back to the territorial limitations, H.R. 3460 as passed by the 
House with the Vinson amendment does provide some area limitation. 

I urge that this committee and the Congress reexamine the provi- 
sion of the proposed legislation in S. 931 alleged to provide territorial 
expansion in the light of possible interpretations leading to extensive 
expansion and adopt amendments which will be positive and prevent 
expansion of TVA service area either directly or indirectly. 

Mr. Chairman, that is my statement and I thank you for this oppor- 
tunity, and I appreciate your consideration in calling on me ahead of 
time so that I can get back to Arkansas. 

Senator Kerr. Thank you. 

(The full prepared statement of Mr. Ritchie is as follows :) 


STATEMENT OF R. E. RITCHIE 


My name is R. E. Ritchie. I am president of Arkansas Power & Light Co., 
and I live in Little Rock, Ark. 

Arkansas Power & Light Co. furnishes electric service directly to approxi- 
mately 290,000 customers located in 61 of the 75 counties of the State. Of this 
number, more than 100,000 are rural customers. 

In addition, the company furnishes power to 14 of the 18 rural electric co- 
operatives in the State for resale to more than 100,000 additional customers. 

The company’s modern generating plants, 2,400 miles of transmission lines and 
22,000 miles of lower voltage lines constitute an efficient and dependable inter- 
connected facility having ample capability for all present needs and the gen- 
erating, transmission and other facilities under construction assure the continu- 
ation of ample capability. 

Arkansas Power & Light Co. is regulated by the Arkansas Public Service 
Commission with respect to rates, service, financing and other matters. 

It has been my position consistently that if the Congress resorts to revenue 
bond financing for the Tennessee Valley Authority, it will be adopting a very 
dangerous financing policy for Government enterprises and I have opposed such 
legislation. However, if Congress, in its wisdom, elects to adopt the revenue 
bond method of financing TVA, as proposed in S. 931, the very least it should 
do is to surround the authorizing legislation with appropriate safeguards. The 
proposed legislation before this committee does not do so adequately in my 
opinion. There are a number of shortcomings, such as: lack of budgetary con- 
trol; lack of Treasury control; lack of congressional control; inadequate interest 
repayment requirements ; and inadequate territorial limitation. 

While all of the shortcomings of the bill are important, I shall direct myself 
principally to the area limitation language which begins in line 15, page 2, and 
continues through line 14, page 3 (S. 931) : 

“It is hereby declared to be the intent of this Act that the power facilities 
built or acquired with the proceeds of such bonds or power revenues shall not 
be used, without prior approval by Act of Congress, for the sale or delivery of 
power by the Corporation outside the counties which lie in whole or in part 
within the Tennessee River drainage basin or the service area in which power 
generated by the Corporation is being used on July 1, 1959, except, when eco- 
nomically feasible, to serve the United States or agencies thereof or to intercon- 
nect with other utility systems for exchange power arrangements, or to inter- 
connect Tennessee Valley Authority generating plants, or to serve existing rural 
cooperatives (as same now exist as to area and as of July 1, 1959) now being 
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served in part by the Tennessee Valley Authority : Provided further, That except 
as expressly provided above, all contracts entered into after this provision be- 
comes law for the supply of power to any distributor shall contain an agreement 
by said distributor to confine the resale of such power within the boundaries of 
the counties above described and such additional areas (not more than five miles 
from such boundaries) as may be necessary to care for the growth of communi- 
ties within said counties provided said communities were receiving Tennessee 
Valley Authority power on July 1, 1959.” 

I have sought opinions from a number of persons trying to determine the ex- 
tent to which the service area in which TVA power is being used could be ex- 
panded under the so-called area limitation provision. 

The composite of the opinions is that it is impossible to tell now for sure. 
On any conservative interpretation, the alleged limitation permits very substan- 
tial expansion. If on the other hand the words are construed as liberally as 
they may be, there could be almost unlimited expansion. For instance, “liberal 
interpretation” could be: 

1. Revenue bonds to be used to build a 500,000-kilowatt steamplant. 

2. This steamplant be used to serve present load and “authorized” 
expansion.” 

3. Since power revenues may be used to build transmission lines, a line 
is built to a new area outside the authorized area (either extension or a 
new line) may even be from the old plant. 

4. Thus the old capacity would be said to be used for serving the “new 
area.” 

Certain interpretations by TVA in the past would indicate that the statute 
would be interpreted liberally. For example: 

In connection with making appropriations for the fiscal year ending June 30, 
1948, Congress stated, “None of the power revenue of the Tennessee Valley 
Authority shall be used for the construction of new power-producing projects 
(except for replacement purposes) unless and until approved by act of Congress.” 

Later, a time came when Congress had rejected certain requests for appro- 
priations for new and additional generating units. TVA’s general counsel 
rendered an opinion, the substance of which was that TVA could use power 
revenues to build new and additional units (not new units to replace old units) 
if the new and additional units were at sites where generating units had already 
been built. 

And, TVA has been standing on that liberal opinion of what had appeared to be 
simple preventive language for some time now to build new and additional 
generating units with power revenues. 

H.R. 3460 as passed by the House with the Vinson amendment does provide 
some area limitation. 

I urge that this committee and the Congress reexamine the provision of 
the proposed legislation in S. 931 alleged to provide territorial expansion in the 
light of possible interpretations leading to extensive expansion and adopt 
amendments which will be positive and prevent expansion of TVA service 
area either directly or indirectly. 


Senator Kerr. Daniel W. Cannon, National Association of Manu- 
facturers, will be our next witness. 


STATEMENT OF DANIEL W. CANNON, ON BEHALF OF THE 
NATIONAL ASSOCIATION OF MANUFACTURERS 


Mr. Cannon. This statement is presented on behalf of the National 
Association of Manufacturers, a voluntary association of some 20,000 
business enterprises which produce about three-quarters of the Na- 
tion’s manufactured goods. Over 83 percent of these business enter- 
prises employ less than 500 persons and thus fall within a commonly 
accepted definition of small business concerns. Our association is 
keenly interested in promoting sound economic and governmental 
principles without regard to partisan political considerations. 

As manufacturers, our members consume tremendous quantities 
of electrical energy. We are, therefore, greatly concerned with the 
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optimum development of the energy resources of the Nation. We 
believe that such resources should be developed in a manner that will 
give impetus to an ever-expanding economy and provide an abundance 
of available energy supplies at the lowest possible price consistent 
with fairness to investors and employees. This manner of develop- 
ment should lend incentive to future investment of private capital 
in electric-generating installations and should not discourage or 
shrivel up the flow of this vitally important investment capital into 
these productive channels. In the light of such considerations, we 
have carefully analyzed proposals that would enable the Tennessee 
Valley Authority Corporation to raise money to construct steam- 
powered electric generating plants by the issuance of its own securi- 
ties for sale in established bond markets. Our study and analysis of 
the proposals now being considered lead us to believe that they em- 
brace certain seriously objectionable features. We, therefore, wish to 
express our opposition on the following grounds: 

1. The Congress should not create in a governmental agency a spe- 
cial group interest that is adverse to the interest of the people of the 
United States as a whole. 

2. Lodging the borrowing power of Congress in a Federal Govern- 
ment corporation violates sound governmental principles. 

3. There is no present or foreseeable necessity that would justify 
empowering the Tennessee Valley Authority Corporation to issue its 
own securities. 

4, A runaway expansion program on the part of the Tennessee Val- 
ley Authority Corporation would be extremely discouraging to the 
investment of private capital in electric generating facilities. 

5. Various bills introduced to enact these proposals lack minimum 
safeguards necessary to insure effective congressional control and ef- 
fective territorial limitation. 

6. Enactment of these proposals would constitute special privilege 
legislation. 

Before discussing our six major grounds of opposition, we desire 
to stress the principal characteristics of this proposed legislation, 
which appear to be abdication, subordination, and nationalization— 
abdication by the Congress of its lawmaking powers and functions; 
subordination of the best interests of the American people to the 
interest of securing nongovernmental financing for this Government 
corporation; and further nationalization of the production of elec- 
tricity in this country. We would like to stress first the abdication 
aspects of this proposed legislation. 

We particularly wish to direct your attention to the language which 
has reference to new power-producing projects and stating the TVA 
can go ahead with them following a notification after a period of 90 
days, “while Congress is in a single session, elapses without the pas- 
sage of a concurrent resolution disapproving such construction,” 
which line has already been referred to by Senator Byrd of West 
Virginia. 

Adoption of the above provision would be an abdication by the 
Congress of the lawmaking power entrusted to it by the American 
people. This grant of trust was made in section 1 of article I of the 
Constitution of the United States of America, which provides: 


All legislative powers herein granted shall be vested in a Congress of the 
‘United States, which shall consist of a Senate and House of Representatives. 
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The Supreme Court of the United States has held that seizure hy 
the President of steel plants must be preceded by exercise of the law- 
making power. Yet it is proposed that a governmental agency be 
permitted to construct electric plants without prior authorization 
from the Congress. There is nothing in the proposed: legislation that 
tells us where these plants will be located, what their capacities will 
be, or how much they will cost. Nothing indicates whether they will 
burn oil, natural gas, or coal. They might even be nuclear energy 
plants since the only description in the proposed legislation is “plant 

* * to be used for the generation * * * of electric power.” Cer- 
tainly, the Congress should at least insure that the program of the 
Tennessee Valley Authority is correlated with the atomic energy 
program. 

Construction of powerplants involves the expenditure of large sums 
of money and is not a mere functional rearranagement such as a re- 
organization with in the executive department. But even the Reor- 
ganization Act of 1949 provided that a reorganization plan could be 
defeated by a resolution adopted either by the Senate or by the House 
of Representatives. By contrast, the proposal before the committee 
would require the passage of concurrent resolution in order to disap 
prove the construction of a power-producing project. Thus, under the 
proposed legislation, the Tennessee Valley Authority Corporation 
could build a $250 million steam-powered or nuclear-powered electric 
generating plant even though the U.S. Senate voted 100 to 0 against the 
project. uaibe, the Public Works Committee does not wish to recom- 


mend to the Senate that it submit itself to the possibility of such situa- 
tions, and surely, we hope, the proud Senate of the United States is 


not about to strip itself of the power to act in the best interests of the 
several States represented in that great deliberative body. 

If the Congress, nevertheless, is about to embark on an adventure 
of legislating by failure to pass concurrent resolutions, there are sev- 
eral other deficiencies in the proposed legislation as compared with the 
Reorganization Act of 1949. And also the statutory authority which 
was the basis for the function to be performed. Under the act, the 
President was required to specify an itemized reduction of expendi- 
tures to be achieved, and there is no further spelling out of details. 
Under the proposed legislation, the Corporation “notifies the Presi- 
dent and the Congress of its plan.” There is no requirement as to 
submission of a detailed justification; estimated cost; generating ca- 
pacity; location of plant; whether it will use oil, natural gas, coal, or 
conceivably, nuclear energy; and proposed areas and customers to be 
served. How can Congress expeditiously and judiciously pass upon 
such a proposal unless all the facts are placed before it ? 

It should also be noted that the Reorganization Act made specific 
provision for reference of a resolution regarding a reorganization 
plan to a committee by the President of the Senate or the Speaker of 
the House of Representatives, as the case might be; provision for a 
motion to discharge the committee from further consideration of the 
resolution, with debate limited to 1 hour; provision for a motion to 
proceed to the consideration of the resolution, with debate not per- 
mitted; and provision for a limitation of 10 hours on debate on the 
resolution. The proposed legislation is strangely silent on such mat- 
ters and, to say the least, open up the possibility of the use of filibuster- 
ing techniques to consume the balance of the 90-day waiting period. 
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The provision for disapproval of construction projects by concur- 
rent resolution is further discussed under points 4 and 5 of this state- 
ment, which I will later just briefly mention. 


SUBORDINATION 


The second distinguishing characteristic of the proposed legislation 
is the subordination of the best interests of the American people to 
the interest of securing nongovernment financing for this govern- 
mental.agency. This subordination is achieved by the following pro- 
visions : 

1. Reduction of the present requirement to repay appropriations 
from a 40-year obligation to a 120-year obligation. In other words, 
the general interest of the American people is sacrificed to a consider- 
able extent in order to increase the financial desirability of bonds 
which would be a prior lien on the operations of the corporation. 

2. Reduction of the repayment requirement from a general obliga- 
tion to an obligation applying only to the excess of net power pro- 
ceeds over the claims of the bondholders. In other words, it is 
provided that the repayment requirement will only be met after first 
meeting the claims of the bondholders, and the American taxpayers 
are thereby placed in a distinctly secondary position. 

3. Authorizing the Corporation to defer repayment of appropria- 
tions and to defer payment of a return on their use with no similar 
provision for deferring the claims of the bondholders if some emer- 
gency or necessity might occur. 

4, Failure to require payment into the Treasury of approximately 
one-half billion dollars of power revenues derived from the use of 
appropriations and failure to require the payment of a return on the 
use of such power revenues. 

5. Authorizing the Corporation to enter into binding covenants 
with the bondholders regarding the use and application of net power 
proceeds and other important management matters. The Comptrol- 
ler General of the United States has warned that this sweeping au- 
thority may create situations where the corporations would be bound 
to act in a manner inconsistent with its status as a Government 
agency. 

6. Authorizing the Corporation to issue bonds even though they do 
not comply with the recommendations of the Secretary of the Treas- 
ury as to form, denomination, maturity, interest rate, terms and 
conditions, manner of issuance, and price. 

7. Exempting the issuance of bonds and expenditure of proceeds 
on from the provisions of the Government Corporation Control 
Act. 

8. Excluding the issuance of bonds and expenditure of the proceeds 
thereof from the “computation of receipts, expenditures, surpluses, or 
deficits” in the President’s budget. 

9. Excluding $750 million of agency debt from the national debt, 
which is subject to statutory limitation. 

10, Exempting the issuance of bonds and expenditure of the pro- 
ceeds thereof from the Budget and Accounting Act. 

11. Bypassing the Appropriations Committees of Congress. All 
these institutions and legislation which was created to protect the ap- 
plication of taxes paid by the American people would be impaired 
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to some degree by passage of such legislative proposal as the com- 
mittee is ee : tile 

In regard to the latter point, the “History of Appropriations for 
the Tennessee Valley Authority,” ere as a Senate document in 
1945, is worthy of study. It reveals that even those who disagreed 
with Senator Kenneth McKellar must concede that he vigorously 
fought each year for tae for TVA projects. Such ad- 
vocacy provides a far better trial on the merits under traditional 
democratic procedures than adoption of a “back door” approach. 

The subordination of the best interests of the American people to 
a special group interest is further discussed in points 1, 2, and 5, which 
later appears in this statement and which I will refer to briefly at 
this point. 

NATIONALIZATION 


Adoption of these proposals will lead to further nationalization 
of the production of electricity in this country. It could lead to na- 
tionalization of other basic industries. As nationalization proceeds, it 
removes more and more of our productive capacity from our tax 
base and burdens private enterprise with a greater tax load. When 
the tax element in the prices of products sold by private enterprise 
is pushed higher, the purchasing power of the consumer’s dollar is 
still further reduced. Som nationalization is inflationary. A corol- 
lary to this proposition is that it would only be fundamental fairness 
for every American to pay an electric rate that will help support his 
local, State, and National Governments. 

The views of our association on the nationalization aspect of these 

roposals are more fully developed in official policy positions on 
‘Government Competition With Private Enterprise” and “Electric 
Power Development”, which I will not read the text of, but first I 
would like to state we feel that the function of government is primarily 
political rather than economic, and we do not believe the Government's 
responsibilities encompass competition with its own citizens in the 
fields of production and distribution. There are no circumstances 
under which private enterprise cannot operate in the field of the pro- 
duction and distribution of goods and services more efficiently than can 
government. The only cases where, on the surface, this is not ap- 
parent, are those in which through subsidies, freedom from taxation 
or improper allocation of costs, government enjoys a definite competi- 
tive advantage. 

And we further state on the policies position that we believe that 
the rapid encroachment of governments in the field of electric power 
should be halted. We believe it is not a responsibility of government. 
and we particularly deplore the entry of the Corporation into the area 
of expanding in the field of constructing steampower and electric gen- 
erating plants which, we feel, is the function private enterprise has 
been performing with a great deal of merit for a number of years. 

That brings me to the part of the statement where we spell out in 
more detail our six major objections to this legislation. I believe that 
I have briefly acquainted you with them so that I will not go into the 
detailed reading of them. 

_I wish to express great thanks for this opportunity to present our 
views. 
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(The full prepared statement of Mr. Cannon is as follows:) 


STATEMENT ON BEHALF OF THE NATIONAL ASSOCIATION OF MANUFACTURERS RE- 
GARDING PROPOSED LEGISLATION TO AUTHORIZE THE TENNESSEE VALLEY AUTHOR- 
ITY CORPORATION To ISSUE SECURITIES FOR THE CONSTRUCTION OF STEAM-POWERED- 
ELEecTRIC GENERATING PLANTS 


This statement is presented on behalf of the National Association of Manu- 
facturers, a voluntary association of some 20,000 business enterprises which 
produce about three-quarters of the Nation’s manufactured goods. Over 83 
percent of these business enterprises employ less than 500 persons and thus fall 
within a commonly accepted definition of small business concerns. Our asso- 
ciation is keenly interested in promoting sound economic and governmental 
principles without regard to partisan political considerations. 

As manufacturers, our members consume tremendous quantities of electrical 
energy. We are, therefore, greatly concerned with the optimum development 
of the energy resources of the Nation. We believe that such resources should 
be developed in a manner that will give impetus to an ever-expanding economy 
and provide an abundance of available energy supplies at the lowest possible price 
consistent with fairness to investors and employees. This manner of develop- 
ment should lend incentive to future investment of private capital in electric- 
generating installations and should not discourage or shrivel up the flow of this 
vitally important investment capital into these productive channels. In the 
light of such considerations, we have carefully analyzed proposals that would 
enable the Tennessee Valley Authority Corporation to raise money to construct 
steampowered electric generating plants by the issuance of its own securities 
for sale in established bond markets. Our study and analysis of the proposals 
now being considered lead ‘us to believe that they embrace certain seriously 
objectionable features. We, therefore, wish to express our opposition on the 
following grounds : 

1. The Congress should not create in a governmental agency a special 
group interest that is adverse to the interest of the people of the United 
States as a whole. 

2. Lodging the borrowing power of Congress in a Federal Government 
corporation violates sound governmental principles. 

3. There is no present or foreseeable necessity that would justify empow- 
ering the Tennessee Valley Authority Corporation to issue its own securities. 

4. A runaway expansion program on the part of the Tennessee Valley 
Authority Corporation would be extremely discouraging to the investment of 
private capital in electric generating facilities. 

5. Various bills introduced to enact these proposals lack minimum safe- 
guards necessary to insure effective congressional control and effective ter- 
ritorial limitation. 

6. Enactment of these proposals would constitute special privilege legis- 
lation. 

ABDICATION, SUBORDINATION, AND NATIONALIZATION 


Before discussing our six major grounds of opposition, we desire to stress the 
principal characteristics of this proposed legislation, which appear to be abdica- 
tion, subordination, and naturalization—abdication by the Congress of its law- 
making powers and functions; subordination of the best interests of the Ameri- 
can people to the interest of securing nongovernmental financing for this Gov- 
ernment Corporation ; and further nationalization of the production of electricity 
in this country. We would like to stress first the abdication aspects of this 
proposed legislation. 

ABDICATION 


“The issuance and sale of bonds by the Corporation and the expenditure of 
bond proceeds for the purposes specified herein, including the addition of gener- 
ating units to existing power-producing projects and the construction of addi- 
tional power-producing projects, shall not be subject to the requirements or 
limitations of any other law: Provided, however, that, except with the approval 
of the President during a period of national defense emergency hereafter declared 
by the President or by the Congress, no such bond proceeds, nor any power reve- 
nues, shall be used to initiate the construction of an additional power-producing 
project until (1) the Corporation notifies the President and the Congress of its 
plan to construct such additional project, and (2) following such notification, @ 
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period of ninety days, while Congress is in a single session, elapses without the 
passage of a concurrent resolution disapproving such construction.” [Emphasis 
supplied. ] 

Adoption of the above provision would be an abdication by the Congress 
of the lawmaking power entrusted to it by the American people. This grant 
of trust was made in section 1 of article I of the Constitution of the United 
States of America, which provides: “All legislative powers herein granted shal] 
be vested in a Congress of the United States, which shall consist of a Senate 
and House of Representatives.” 

The Supreme Court of the United States has held that seizure by the Presi- 
dent of steel plants must be preceded by exercise of the lawmaking power. 
Yet it is proposed that a governmental agency be permitted to construct electric 
plants without prior authorization from the Congress. There is nothing in the 
proposed legislation that tells us where these plants will be located, what their 
capacities will be, or how much they will cost. Nothing indicates whether 
they will burn oil, natural gas, or coal. They might even be nuclear energy 
plants since the only description is “plant * * * to be used for the generation 
* * * of electric power.” Certainly, the Congress should at least insure thit 
the program of the Tennessee Valley Authority is correlated with the atomic 
energy program. 

Construction of powerplants involves the expenditure of large sums of 
money and is not a mere functional rearraryyement such as a reorganization 
within the executive department. But even the Reorganization Act of 1949 
provided that a reorganization plan could be defeated by a resolution adopted 
either by the Senate or by the House of Representatives. By contrast, the 
proposal before the committee would require the passage of a concurrent reso- 
lution in order to disapprove the construction of a power-producing project. 
Thus, under the proposed legislation, the Tennessee Valley Authority Corpora- 
tion could build a $250 million steam-powered or nuclear-powered electric 
generating plant even though the U.S. Senate voted 100 to 0 against the project. 
Surely, the Public Works Committee does not wish to recommend to the Senate 
that it submit itself to the possibility of such situations, and surely the proud 
Senate of the United States is not about to strip itself of the power to act in 
the best interests of the several States represented in that great deliberative 
body. 

If the Congress, nevertheless, is about to embark on an adventure of legis- 
lating by failure to pass concurrent resolutions, there are several other deti- 
ciencies in the proposed legislation as compared with the Reorganization Act 
of 1949. Under the act, the President was required to specify an itemized 
reduction of expenditures to be achieved. Under the proposed legislation, the 
Corporation “notifies the President and the Congress of its plan.” There is 
no requirement as to submission of a detailed justification; estimated cost; 
generating capacity; location of plant; whether it will use oil, natural gas, 
coal, or conceivably, nuclear energy; and proposed areas and customers to be 
served. How can Congress expeditiously and judiciously pass upon such 
a proposal unless all the facts are place before it? 

It should also be noted that the Reorganization Act made specific provision 
for reference of a resolution regarding a reorganization plan to a committee 
by the President of the Senate or the Speaker of the House of Representatives, 
as the case might be; provision for a motion to discharge the committee from 
further consideration of the resolution, with debate limited to 1 hour; pro- 
vision for a motion to proceed to the consideration of the resolution, with 
debate not permitted; and provision for a limitation of 10 hours on debate 
on the resolution. The proposed legislation is strangely silent on such matters 
and, to say the least, opens up the possibility of the use of filibustering tech- 
niques to consume the balance of the 90-day waiting period. 

The provision for disapproval of construction projects by concurrent resolu- 
tion is further discussed under points 4 and 5 of this statement. 


SUBORDINATION 


The second distinguishing characteristic of the proposed legislation is the 
subordination of the best interests of the American people to the interest of 
securing nongovernmental financing for this governmental agency. This sub- 
ordination is achieved by the following provisions : 

1. Reduction of the present requirement to repay appropriations from a 
40-year obligation to a 120-year obligation. 
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2. Reduction of the repayment requirement from a general obligation to 
an obligation applying only to the excess of net power proceeds over the 
claims of the bondholders. 

3. Authorizing the Corporation to defer repayment of appropriations and 
to defer payment of a return on their use with no similar provision for 
deferring the claims of the bondholders. 

4. Failure to require payment into the Treasury of approximately one- 
half billion dollars of power revenues derived from the use of appropria- 
tions and failure to require the payment of a return on the use of such 
power revenues. 

5. Authorizing the Corporation to enter into binding covenants with the 
bondholders regarding the use and application of net power proceeds and 
other important management matters. 

6. Authorizing the Corporation to issue bonds even though they do not 
comply with the recommendations of the Secretary of the Treasury as to 
form, denomination, maturity, interest rate, terms and conditions, manner 
of issuance, and price. 

7. Exempting the issuance of bonds and expenditure of proceeds thereof 
from the provisions of the Government Corporation Control Act. 

8. Excluding the issuance of bonds and expenditure of the proceeds 
thereof from the “computation of receipts, expenditures, surpluses, or defi- 
cits” in the President’s budget. 

9. Excluding $750 million of agency debt from the national debt, which is 
subject to statutory limitation. 

10. Exempting the issuance of bonds and expenditure of the proceeds 
thereof from the Budget and Accounting Act. 

11. Bypassing the Appropriations Committees of Congress. 

In regard to the latter point, the “History of Appropriations for the Tennessee 
Valley Authority,’ printed as a Senate document in 1945, is worthy of study. 
It reveals that even those who disagreed with Senator Kenneth McKellar must 
concede that he vigorously fought each year for appropriations for TVA projects. 

Such advocacy provides a far better trial on the merits under traditional demo- 
cratic procedures than adoption of a back-door approach. 

The subordination of the best interests of the American people to a special 
group interest is further discussed in points 1, 2, and 5 of this statement. 


NATIONALIZATION 


Adoption of these proposals will lead to further nationalization of the pro- 
duction of electricity in this country. It could lead to nationalization of other 
basic industries. As nationalization proceeds, it removes more and more of 
our productive capacity from our tax base and burdens private enterprise with 
a greater tax load. When the tax element in the prices of products sold by 
private enterprise is pushed higher, the purchasing power of the consumer's 
dollar is still further reduced. Thus, nationalization is inflationary. A corol- 
lary to this proposition is that it would only be fundamental fairness for every 
American to pay an electric rate that will help support his local, State and 
national governments. 

The views of our association on the nationalization aspect of these proposals 
are more fully developed in official policy positions on “Government Competi- 
tion With Private Enterprise” and “Electric Power Development,” as follows: 


“GOVERNMENT COMPETITION WITH PRIVATE ENTERPRISE 
“*( Adopted, June 16, 1954, revised, April 19, 1956) 


“The function of government is primarily political rather than economic. 
The Government’s responsibilities do not encompass competition with its own 
citizens in the fields of production and distribution. Insofar as governmental 
activity invades the field of private enterprise, it threatens the other elements— 
civil rights and civil liberties—inherent in our system of government. 

“Given the same conditions, there are no circumstances under which private 
enterprise cannot operate in the field of the production and distribution of 
goods and services more efficiently than can government. The only cases where, 
on the surface, this is not apparent are those in which through subsidies, free- 
dom from taxation, or improper allocation of costs, government enjoys a definite 
competitive advantage. The hidden deficits resulting almost inescapably from 
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Governmented-operated business competing with private business are always 
paid by the taxpayer. 

“Thus, Government enterprise must necessarily choke out competing private 
enterprise. The consequent diminished area of taxation intensifies the tax 
burden upon remaining private enterprise and further increases the handicaps 
under which private enterprise is unfairly required to compete with the Govern- 
ment. 

“Government competition with private enterprise is a major deterrent to the 
flow of job-creating capital into private enterprise. It destroys private capital 
investment incentives and can only lead to state ownership of all enterprise.” 


“ELECTRIC POWER DEVELOPMENT 
“(Adopted October 26, 1956, revised December 3, 1957) 


“The rapid encroachment of governments in the field of electric power de- 
velopment should be halted. Industry believes that the production, transmission, 
and distribution of electric energy to the general public is in no sense a responsi- 
bility of government, be it federal, state, or local. We further believe that elec- 
tric power developments by investor-owned electric companies are in keeping 
with the principles of the private enterprise system and that such developments 
by governments are not. 

“Accordingly, we believe that when the generation of electric power is econom- 
ically sound and necessary to bring about the full utilization of all resources 
in multipurpose developments and where its value as an incidental byproduct 
will contribute to the repayment of government funds for other beneficial uses 
which are clearly within the area of government responsibility (such as naviga- 
tion, national defense, and in some cases flood control and reclamation), the 
governmental investment in power-generating facilities should be kept to a 
minimum by having investor capital finance such power facilities to the full 
extent of their willingness and capability. 

“Industry believes that the federal, state or local governments should not 
dictate or impose ‘preference’ policies with respect to the marketing of electric 
power produced by facilities in which they have no proprietary interest. 

“And, in cases where the federal or a state government is, nevertheless, the 
owner of power-generating facilities, we believe that the electric power and 
energy produced therefrom should be sold at wholesale on equal terms and 
conditions and without discrimination to either investor-owned utilities, or to 
local public agencies where they exist, in order that such power and energy may 
be distributed to a maximum number of people under effective regulation and 
without monopolization by any group. Investor-owned utilities should not only 
be permitted, but should be invited and encouraged to construct all the facilities 
for the production, transmission, and distribution of power wherever and when- 
ever they are ready, able, and willing to do so. Such private enterprise 
electric power developments cause no drain upon the public treasury, are subject 
to taxation and are under effective government regulation.” 

Further comment on the impact of these proposals on the private enterprise 
system are contained in points 4 and 5 of this statement. 


1. THE CONGRESS SHOULD NOT CREATE IN A GOVERNMENTAL AGENCY A SPECIAL GROUP 
INTEREST THAT IS ADVERSE TO THE INTEREST OF THE PEOPLE OF THE UNITED 
STATES AS A WHOLE 


These proposals would lead to the creation of a group of bondholders whose 
interest would be adverse to the interest of the people as a whole who have $1.2 
billion tied up in the Tennessee Valley Authority Corporation together with an 
interest in an additional half-billion dollars of power revenues that have never 
been turned over to the Federal Treasury. 

The first demonstration of the adverse nature of the prospective bondholders’ 
interest is contained in the opening words of the bills that have been introduced, 
as follows: “ * * * the last three paragraphs under the subtitle ‘Independent 
Agencies and Corporations’ in title I of the Government Corporations Appro- 
priations Act, 1948 (61 Stat. 576-577), are hereby repealed * * *.” 

The effect of this repealer is to eliminate a presently existing requirement, 
contained in the Government Corporations Appropriation Act, 1948, that the $1.2 
billion be paid back to the Treasury within 40 years. Much later in the lan- 
guage, there is a provision for an annual “repayment sum of not less than 
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$10,000,000, which repayment sum shall be applied to reduction of said appro- 
priation investment.” It is obvious that, if the repayment requirement is re- 
duced to $10 million per year, 120 years will elapse before the $1.2 billion is re- 
paid. Thus, in order to provide the Tennessee Valley Authority Corporation 
with borrowing power, the interest of the people as a whole would be adversely 
affected by a reduction in the requirement to repay the $1.2 billion from a one- 
fortieth portion per year to a one one-hundred-twentieth portion per year, which 
would render contemplated repayment and self-liquidation exceedingly remote. 
If this proposition is analyzed from the standpoint of reasonable amortization, 
it is clearly unrealistic and unbusinesslike. 

However, this is not the only adverse effect. It is stipulated that the repay- 
ment of the $1.2 billion is to be made only “From net power proceeds in excess 
of those required to meet the Corporation’s obligations under the provisions of 
any bond or bond contracts * * *.” The effect of this provision is to subordinate 
the interest of the people as a whole to the claims of the prospective bondholders 
since the Corporation would be required first to service its new debt and, only 
if it has money left, would then make an installment repayment on the $1.2 bil- 
lion. The payment of some kind of a return on the $1.2 billion also would be sub- 
ordinated to the primary obligations created by the bonds or bond contracts. 
Thus, the interest of the people as a whole would be placed in a position dis- 
tinctly secondary to the position of the claims of the bondholders, since the ap- 
plicable provision would call for consideration of this interest only after the 
pondholders have first been paid. 

The injury to the people’s interest would be aggravated by the fact that the 
provisions for repayment and payment of some kind of a return refer only to the 
$1.2 billion and do not apply to the approximate half-billion dollars of power 
revenues resulting from the use of the $1.2 billion, which half-billion dollars 
has never been turned back to the Treasury by the Corporation. There is no pro- 
vision for any accrual to the Treasury of this half-billion dollars and no pro- 
vision for the payment of any kind of a return on its use. It is completely ig- 
nored. In fact, there is no requirement that the Corporation make any earn- 
ings at all on this huge sum. The bills introduced provide that the Corporation 
shall charge rates for power sufficient to cover certain items, but the items of 
the annual repayment installment on the $1.2 billion and payment of a return on 
the $1.2 billion and on the power revenues being employed as capital were not 
included. Consequently, though the rates charged would very likely be fic- 
titiously low, the prospective bondholders would be protected at the expense of 
the American people as a whole. 

The repealer of the provisions in the Government Corporations Appropria- 
tion Act, 1948, will also repeal a provision which states as follows: “None of 
the power revenues of the Tennesseee Valley Authority shall be used for the 
construction of new power producing projects (except for replacement purposes) 
unless and until approved by Act of Congress.” 

Thus, this safeguard on the disposition of future power revenues would be 
eliminated. There is no justifiable distinction between these power revenues 
and appropriation moneys, since use of the power revenues substitutes for money 
that otherwise would have to be appropriated. An inequitable and controversy- 
breeding situation will be perpetuated so long as the Corporation is permitted 
to accumulate power revenues. A proper fiscal procedure would require pay- 
ment of these revenues into the Treasury, and require appropriations by the 
Congress to cover future annual expenses of the Corporation. The creation of 
additional funds by sales of securities will breed additional controversies and 
perpetuate confusion as to the scale and scope of the Corporation’s future opera- 
tions. 

The overriding consideration that would be given to the interest of the pro- 
spective bondholders as opposed to the interest of the people as a whole can best 
be illustrated by the following quotation of language from the bills as introduced : 

“The Corporation is authorized to enter into binding covenants with the hold- 
ers of said bonds and with the trustee, if any—under any indenture, resolution, 
or other agreement entered into in connection with the issuance thereof (any 
such agreement being hereinafter referred to as a ‘bond contract’) with respect 
to the establishment of reserve funds and other funds, provisions for insurance, 
charges for supply of power, application and use of net power proceeds, re- 
strictions upon the subsequent issuance of bonds or the execution of leases or 
lease-purchase agreements relating to power properties, and such other matters, 
not inconsistent with this act, as the Corporation may deem necessary or desir- 
able to enhance the marketability of said bonds.” 
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This section thus permits the rights of the American Government and people 
to be signed away to the bondholders. The Comptroller General has warned 
that this broad authority might result in commitments by the corporation which 
would give bondholders a degree of control over its power operations inconsistent 
with its status as a governmental agency. ‘The fact that 750 million dollars’ 
worth of bonds could be issued indicates the degree of influence that could be 
exerted. The bondholders’ authority over the agency could also conflict with 
the Government’s interest as a customer. The Federal Government presently 
takes over half the agency’s total power output, much of it for vital defense 
needs. Obviously, giving such a governmental agency a nongovernmental source 
of money entails serious potential conflicts with national interest and is replete 
with danagerous possibilities of dissension and frustration of effort. 

Consequently, there would be created the undesirable situation of a hybrid 
Federal agency whose fundamental allegiance would be devoted to the best 
interests of the bondholders, with only a secondary and subordinated interest 
being assigned to the rights and equities of the American people who have 
$1.7 billion tied up in the operation. This is a perversion of democracy. Surely. 
Congress should not create in a governmental agency an interest adverse to the 
interest of the people as a whole. 


2. LODGING THE BORROWING POWER OF CONGRESS IN A FEDERAL GOVERNMENT CORPO- 
RATION VIOLATES SOUND GOVERN MENTAL PRINCIPLES 


It is not sound or good government to divide up the borrowing function of the 
Congress and scatter it among various agencies. The management of debt in- 
curred by operations of the National Government has become a tremendous fac- 
tor in our economy. Certainly, management of public debt should not lightly be 
entrusted to various agencies whose primary responsibilities are far reinoved 
from matters of fiscal policy of the Federal Government. Our debt management 
should be consolidated in one department manned by persons specially chose: 
for their education and experience in the field of public finance. A portion of 
this function should not be parceled out, for instance, to men who have been 
chosen to manage a natural resources operation, no matter how competent these 
men may be in their own field. Thus, the proposal contained in these bills is 
bad in itself, but it is worse, because it sets a precedent for the granting to 
other agencies of portions of the borrowing function which could lead to con- 
fusion compounded in the field of debt management. 

Perhaps we should pause to take note of the nature of the borrowing power 
which we are discussing. What is the source of this borrowing power? It is to 
be found in section 8 of article I of the Constitution, which provides that “The 
Congress shall have power * * * to borrow money on the credit of the United 
States.” [Emphasis supplied.] Interestingly enough, the proposed legislation 
provides that ““Bonds issued by the corporation hereunder shall not be obligations 
of, nor shall payment of the principal thereof or interest thereon be guaranteed 
by, the United States.” It is evident that the borrowing that would be author- 
ized by these bills is not borrowing on the credit of the United States. It is not 
even borrowing on the general credit of the Tennessee Valley Authority corpo- 
ration, since the principal and interest on the bonds shall be payable solely from 
the corporation’s net power proceeds. How may the Congress authorize a Fed- 
eral Government corporation to do something which the Congress may not do 
itself? At the least, this is an undesirable step that is at variance with the ex- 
pressed desire of the people to lodge the borrowing power in the Congress and at 
variance with the desirability of unified management of the public debt. 

We can see no good in permitting this agency to act as its own treasury de- 
partment. If there are to be TVA revenue bonds, and we earnestly hope there 
will not be, the Treasury Department should issue them and the Treasury De- 
partment should receive the proceeds, which could be held in a special fund from 
which the Congress could make appropriations for future agency activities. 
However, it would seem paradoxical if the Government could raise money more 
cheaply by selling bonds on the limited and uncertain security of the net power 
revenues of the Tennessee Valley Authority corporation than by selling bonds 
secured by the general credit of the Federal Government of the United States 
of America. 

One cannot escape the conclusion that the grand design of these proposals is 
an elaborate circumvention and bypass of the Appropriations Committees of 
Congress regardless of the economic cost and regardless of the cost of abandon- 
ment of procedures that are a part of the American tradition. Because this 
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proposal represents such a drastic departure from the exercise of the borrowing 
power as traditionally performed, it might have been broached in a more appro- 
priate fashion as a proposed amendment to the Constitution empowering the 
Tennessee Valley Authority corporation to borrow money on the security of its 
net power proceeds rather than as a proposed piece of legislation. The impor- 
tance of this proposal as a precedent is obvious, because self-financing for one 
power agency could lead to self-financing for all power agencies, and perhaps 
nonpower agencies as well. When exceptions are given to one agency, the pres- 
sures inevitably accumulate to grant the same favored treatment to others. 
Thus, we have seen an increasing tendency of Government agencies to seek even 
more autonomy as they grow. As this occurs, Congress surrenders more and 
more lawmaking power, a trend which violates sound governmental principles. 
Therefore, we believe that the Congress should reject this proposal to divide 
up the borrowing power and lodge a portion of it in an independent corporation. 

We would now like to discuss the lack of necessity for such a drastic departure 
from established methods. 


3. THERE IS NO NECESSITY PRESENT OR FORESEEABLE THAT WOULD JUSTIFY EMPOW- 
ERING THE TENNESSEE VALLEY AUTHORITY CORPORATION TO ISSUE SECURITIES 


In such instances as the Board of Directors of the Tennessee Valley Authority 
corporation may find it necessary to build a new electric-generating facility or 
to make substantial additions to existing electric-generating facilities, it is 
perfectly possible for them to initiate appropriate action that will call this need 
to the attention of the legislative and executive branches of the Federal Gov- 
ernment. The Appropriations Committees of the respective Houses of Congress 
are perfectly capable of considering such requests and appropriating such 
amounts as will be necessary to complete the proposed project. Advance 
planning can avoid the creation of situations demanding hasty action. There 
is no present emergency arising from a lack of electrical energy in the TVA 
service area. In fact, the present situation is such that the lessened needs 
of the Atomic Energy Commission will result in the possession of excess 
capacity by the corporation. Therefore, there is no compelling economic neces- 
sity to abandon traditional procedures and invest the corporation with the 
power to borrow money, issue securities, and construct electric plants without 
regard to “the requirements or limitations of any other law.” 


4. A RUNAWAY EXPANSION PROGRAM ON THE PART OF THE TENNESSEE VALLEY 
AUTHORITY CORPORATION WOULD BE EXTREMELY DISCOURAGING TO THE INVEST- 
MENT OF PRIVATE CAPITAL IN ELECTRIC GENERATING FACILITIES 


If the Tennessee Valley Authority corporation is given the power to issue its 
own bonds, the pressures and tendencies for it to expand and enlarge the 
nature and extent of its operations will be exceedingly great. Private invest- 
ment in electric-generating facilities may tend to shrink farther and farther 
away from the present TVA service area because of the fear that the Tennessee 
Valley Authority corporation will move into new areas and create duplicating 
and overlapping competition not subjected to the cost requirements entailed in 
private investment. We understand that, as introduced, the bills could actually 
encourage expansion of the corporation’s operations into another estimated 
minimum 25,000 square miles, an increase in geographical territory of 31 percent. 
In addition, there would be no limitation on the geographical area that could 
be served by existing plants or new plants built with appropriated funds. The 
way would be clear to serve all present areas with security-financed plants and 
gradually divert the other plants to more remote consumers. The general psy- 
chological effect of Congress enlargement of the powers of a Federal Govern- 
ment corporation exercising business functions could be extremely disquieting 
to investors throughout the electric utility industry and investors in other 
basie industries such as coal. If this development signals a trend toward the 
creation and expansion of powers and functions of Federal Government corpora- 
tions exercising business functions, there are many implications for the future 
of our private enterprise system. This would occur at a time when our eco- 
nomic system is vying with the Russian system of State ownership and operation 
of productive facilities, a poor time to expand national ownership and operation 
of productive facilities in our own country by any device. Further, such a 
move is at variance with our declared national policy, contained in the Employ- 
ment Act of 1946, to “foster and promote private competitive enterprise.” 
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We certainly do not approve of the exercise of business functions by a Federal] 
Government corporation, such as the Tennesse Valley Authority Corporation 
has engaged in over recent years. The construction, expansion, and operation 
of steamplants to generate electricity is a function which private business 
enterprises have been carrying on successfully for many decades. These private 
business enterprises have made available a vastly increased supply of electrica] 
energy at lowered unit prices under a system of regulation designed to insure 
fairness to the consumers, the employees, and the investors. It is interesting to 
note that, in 1920, 3 pounds of coal were required, on the average, to produce 
a kilowatt-hour of electricity, but efficiency of equipment has been increased so 
that on the average less than 1 pound is now required to produce a kilowatt- 
hour. Some modern plants require only 0.6 of a pound. The competitive pres- 
sures and economic incentives of our private enterprise system brought about 
this achievement. 

There can be no justification for a Federal Government corporation to engage 
in this business, especially on the large scale of the TVA operation. This has 
become quite a different thing from the incidental disposal of surplus electrical 
energy from navigation and flood control projects, which the Supreme Court of 
the United States held to be within the power of the Congress. By virtue of 
this greatly expanded activity, our private economy has become increasing] 
susceptible to the powers of such an independent corporation. The Tennessee 
Valley Corporation has become the largest single purchaser of coal in the 
United States. It purchases have mounted to over 20 million tons of coal per 
year. This tremendous purchasing power is exercised without adequate review 
by any agency of the executive department or by any agency of the Congress. It 
is highly questionable whether such a tremendous amount of purchasing power 
in a peacetime economy should be vested in a nonmilitary, autonomous arm of 
Government. Today, steamplants generate 75 percent of the electricity pro- 
duced by the Tennessee Valley Authority Corporation. This is a vivid illus- 
tration of the extent to which such a powerful instrumentality may dominate the 
economy of an entire region. This domination may grow even larger and creep 
into other fields of private enterprise unless the Congress exercises eterno] 
vigilance and fulfills the responsibilities vested in it by the Constitution of the 
United States. These responsibilities will not be fulfilled if the Tennessee 
Valley Authority Corporation is permitted to bypass the Public Works Com- 
mittees and the Appropriations Committees of Congress by issuing its own bonds 
and formulating its own program independent of the elected representatives of 
the people. 

Of course, as referred to above, the bills do give some left-handed recog- 
nition to the obligation of Congress to govern in the provision that the Cor- 
poration may use band proceeds and power revenues to initiate the con- 
struction of additional power-producing projects if the Corporation notifies the 
President and the Congress of its plan to construct an additional project and 
the Congress does not pass a concurrent resolution disapproving such con- 
struction within the next 90 days of the session. If there is a legislative 
responsibility here, why should Congress tie its own hands in the exercise of that 
responsibility? Under this proposal, Congress will be presented with an all- 
or-nothing-at-all proposition. It either must buy the whole project down to 
the last detail and kilowatt or disapprove the entire project. The Congress 
will not even be permitted an item veto. Naturally, the consequences flowing 
from disapproval of some large project will be used as arguments to help defeat 
a concurrent resolution, no matter how many undesirable features may be 
wrapped up in the proposal. It would even be possible for the Corporation to 
build a project which had been voted against by one House of the Congress. 
This is a case of turning the Constitution inside out. It has been said that 
under our form of government, the President proposes and the Congress disposes. 
This provision would alter the form of government by having the Corporation 
propose and the Congress dispose to the limited extent permitted to it. The 
purely negative nature of this procedure would certainly fall far short of the 
exercise of legislative responsibility which the people have the right to expect 
from the Congress. 

Creation of such a procedure would undoubtedly have a deterrent effect on the 
investment of private capital in electric generating facilities, since people would 
become convinced that the Congress was only half-intevesting in supervising 
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the operations of the Corporation. If the power to tax is the power to destroy, 
the power to tax and then to compete is the power to destroy selectively. 


5. VARIOUS BILLS INTRODUCED TO ENACT THESE PROPOSALS LACK MINIMUM SAFE- 
GUARDS NECESSARY TO INSURE EFFECTIVE CONGRESSIONAL CONTROL AND EFFECTIVE 
TERRITORIAL LIMITATION 


Various TVA revenue bond bills introduced in this session of Congress lack 
even minimum safeguards to prevent a runaway expansion program on the part 
of the Tennessee Valley Authority Corporation. Certainly, if Congress were 
trying to insure that this Corporation remain accountable for its actions to 
the elected representatives of the people, it would include provisions that the 
sale of securiies by the Corporation and the spending of proceeds from such 
sales or from sales of power should be limited to amounts and purposes spe- 
cifically approved by the Congress after its consideration of the Corporation’s 
annual budget program transmitted by the President. 

The proposed provisions that bond sales and expenditure of bond proceeds 
“shall not be subject to the requirements or limitations of any other law” and 
that “such proceeds and bonds shall not be included in computations of receipts, 
expenditures, surpluses, or deficits in the budget prepared annually pursuant 
to section 201 of the act of June 10, 1921, as amended” are extremely objection- 
able. These provisions constitute, without specific reference, an exemption 
from the Government Corporation Control Act which was adopted to insure 
close supervision by the Congress of Government corporations in which the 
people have a large financial stake. This act requires all wholly owned Gov- 
ernment corporations to prepare a budget and submit it to the Bureau of 
the Budget. Adoption of these provisions would mean that no prior congressional 
authorization or appropriation would be required. The Corporation would not 
even be required to supply information to the Bureau of the Budget that would 
enable the Bureau to include future spending plans in the President’s budget. 
This provision is coupled with the provision, already referred to, limiting the 
Congress to a concurrent veto of the Corporation’s proposed projects. This veto 
provision is a surrender of the traditional right of Congress to approve Federal 
agency action by specific authorization and direct annual appropriation. There 
can be no substitute for the legitimate requirement that the Corporation’s future 
expansion of its capacity be scrutinized by the Congress and be specifically 
approved as to amount and purpose following consideration of the Corporation’s 
budget program. This would seem to be the least the people of the United 
States have the right to expect from their governing body. 

Likewise, if there is no real intention to enlarge the present power service 
area of the Corporation, as it is contended, this disclaimer should be spelled 
out specifically. The language of the bills as introduced, which purport to 
express a territorial limitation, actually contain several loopholes. The fact 
that this language would include counties which presently lie only partly in the 
Corporation’s power service area or only partly in the Tennessee River drain- 
age basin would mean an addition of 25,000 square miles, an area greater than 
that covered by the States of Massachusetts, Connecticut, Rhode Island, New 
Jersey, and Delaware combined. 

iven this enlarged limitation would apply only to “power facilities built or 
acquired with the proceeds of such bonds or power revenues.” Thus, it would 
not apply to existing facilities which could be diverted to serve a much vaster 
area. 

The third loophole would arise from an exception to this ineffective limita- 
tion stating “except, when economically feasible, to serve the United States or 
agencies thereof or to interconnect with other utility systems for exchange power 
arrangements, or to interconnect Tennessee Valley Authority generating plants, 
or to serve existing rural electric cooperatives (as same now exist as to area 
and as of July 1, 1959) now being served in part by the Tennessee Valley 
Authority * * *’ This would authorize the Corporation to extend its power- 
lines across areas now served by others, to connect more distant Federal power 
systems or to serve Federal installations. The argument could then be made 
that the Corporation should serve non-Federal customers from these lines. This 
could also lead to destroying existing private business enterprises throughout 
a large area. Rural electric cooperatives could also transmit TVA power into 
larger areas than presently being served by power generated by the Corporation. 
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The fourth loophole is contained in a further proviso that distributors may 
serve “such additional areas (not more than 5 miles from such boundaries) as 
may be necessary to care for the growth of communities within said counties 
provided said communities were receiving Tennessee Valley Authority power on 
July 1, 1959.” 

Thus, we would be confronted by a partial purported territorial limitation 
that would only apply to some facilities; that would actually authorize expan- 
sion; and that would contain an exception and a proviso even to this loose pro- 
vision. Surely, it should be simple enough to adopt a clear-cut declaration of 
intent on the part of the Congress that the power service area of the Corpora- 
tion should not be extended and that the Corporation should not make any 
new or additional contracts to supply power to any purchasers for use outside 
such area except pursuant to authority granted by act of Congress. The ab- 
sence of such a clear-cut provision would create a justifiable alarm that this 
proposal will lead to a runaway expansion operation on the part of the Tennes- 
see Valley Authority Corporation. 


6. ENACTMENT OF THESE PROPOSALS WOULD CONSTITUTE SPECIAL PRIVILEGE 
LEGISLATION 


The proponents of these bills ask that the Tennessee Valley Authority Cor- 
poration be given not only the privilege of raising money by flotation of its 
bonds in the private money market but also added privileges in spending money. 
For example, it is proposed that the Corporation be given a number of excep- 
tions to existing laws—some of them being special privilege exemptions that 
would apply to this agency alone. These provisions would exempt the Cor- 
poration from all effective congressional appropriation and financial controls 
and from all Government debt-financing controls. 

These special privileges would include: 

1. Being provided a nongovernmental source of money. 

2. Issuing securities and spending the proceeds “not * * * subject to the 
requirements or limitations of any other law.” 

3. Not having such securities and expenditures of the proceeds included 
in the computations of receipts, expenditures, surpluses, or deficits in the 
President’s budget. 

4. Having up to $750 million of agency debt not included in the national 
public debt which is subject to statutory limitation. 

5. Undertaking construction programs without prior exercise of the his- 
toric congressional lawmaking power. 

The Comptroller General and other authorities on political science have ex- 
pressed the opinion that Congress can most effectively control capital expendi- 
tures through appropriations. The Comptroller General has also recommended 
that, if the Congress wishes to permit the corporation to use power revenues, 
or funds obtained from nongovernmental sources, to construct or acquire new 
steam-powered electric generating units, the corporation should be required to 
obtain specific and prior authorization from the Congress for such facilities. 

The net effect of the proposals contained in these bills is to set the Tennessee 
Valley Authority Corporation free from Congress and its controls and safeguards. 
Our governmental framework is based on a system of checks and balances which 
the architects of the Constitution deemed necessary to prevent irresponsible 
government. It would be a violation of this fundamental principle if this Gov- 
ernment corporation were set free of effective supervision by the legislative 
and executive branches of the Federal Government. The long-range results 
could be extremely harmful to the efficient and proper management of the Federal 
Government, to our private competitive enterprise economic system, and to the 
sound development of the energy resources of the Nation. 

Therefore, we respectfully urge the committee not to recommend any of these 
proposals. On behalf of the association and its members, we wish to express 
our great thanks to the committee for this opportunity to express our views. 


Senator Kerr. Thank you very much, Mr. Cannon. 
Mr. L. V. Sutton, president and chairman of the board, Carolina 
Power & Light Co. 
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STATEMENT OF LOUIS V. SUTTON, PRESIDENT AND CHAIRMAN OF 
THE BOARD, CAROLINA POWER & LIGHT CO. 


Mr. Surron. Mr. Chairman, I want to express my thanks for the 
opportunity to appear before your committee. 

Senator Kerr. We are glad to have you. You look like a man that 
is filled with the milk of human kindness and the wisdom that comes 
from experience. 

Mr. Surron. I want to thank you for all that. [Laughter.] 

My name is Louis V. Sutton. I am an engineer by profession and 
have spent most of my business life in the Southeastern States. I 
live in Raleigh, N.C., and am president and chairman of the board 
of Carolina Power & Light Co. This company is an investor-owned 
utility, the stock of which is held by over 34,000 owners, located in 
every State in the Union. 

The territory served by Carolina Power & Light Co. is adjacent to 
the Tennessee Valley Authority’s service area. I am familiar with 
the TVA from its beginning. Carolina Power & Light Co. is inter- 
connected with TVA and exchanges power with it. 

On behalf of the customers, employees and stockholders of our com- 
pany, I am appearing in opposition to S. 931 and H.R. 3460. 

In the recent press release from the chairman of the House Flood 
Control Subcommittee announcing the 2 days of hearing, on March 10 
and 11, it was stated, I quote: 

This bill would authorize the Tennessee Valley Authority to issue $750 millions 
in revenue bonds which would be repaid out of the power system earnings. 
End of statement. 

If these bills would accomplish this, and nothing more, they would 
sound great to the long-suffering taxpayers. But let’s consider just 
how many serious things these bills would do or permit under the guise 
of revenue-bond financing. 

Both of these bills would— 

1. Free TVA from existing controls of the Congress, the Treasury, 
the Budget Bureau, and the Comptroller General. 

2. Repeal the taxpayers’ present 40-year first lien on $1.2 billions 
of appropriation investment and substitute therefor a 120-year un- 
secured, subordinated obligation, to be paid “from net power proceeds 
in excess of those required to meet the corporation’s obligations.” 

3. Avoid any requirement to pay interest on this subordinated obli- 
gation. The bill proposes instead that TVA make payments into 
the Treasury as tinea receipts as a “return on the appropria- 
tion investment in the corporation’s power facilities” from “net power 
proceeds in excess of those required to meet the corporation’s obliga- 
tions.” 

The neat distinction between “interest” and a “return,” you might 
say, is a masterpiece of concealment. When you pay “interest,” you 
acknowledge a debt on property belonging to the recipient of that 
interest. A “return” means the opposite—or a profit realized from 
the ownership of that —- This phraseology attempts to 
achieve a linguistic liquidation of the $1.2 billion debt which TVA is 


42058—59——-13 





188 REVENUE BOND FINANCING BY TVA 


now legally and morally obligated to repay to the taxpayers of the 
48 States. 

In referring to the payment as a return on the appropriation invest- 
ment in each fiscal year, it is stated that the payment shall be at 
rate equal to the computed average interest rate payable by the Treas. 
ury upon its total marketable public obligations. All “marketable 
public obligations” include both long-term debt and short-term notes, 
The rate should more properly be that required for long-term debt, 
rather than the lower rate applicable to short-term financing, since 
the 120-year payout to be granted TVA would seem to be a fairly 
long-term proposition. As of today, the interest on long-term Fed- 
eral financing exceeds 4 percent, compared with the average rate of 
approximately 2.8 percent on total marketable issues as of March of 
this year. 

came Case. Mr. Sutton, if I may interrupt, do you think under 
the proposed legislation TVA would pay annually to the Federal 
Government more money or less money than it is paying ? 

Mr. Surron. More; because they are paying practically nothing 
today. They are paying no interest, and their payments over the 
past year have been less each year than their appropriations that 
Congress has made. 

Senator Kerr. Congress has not made any appropriations for a 
number of years. They haven’t paid them very much. 

Mr. Surron. For the last several years, that is true; but over a 
period of years, if you will check them up, you will see there is a 
great deal more. 

Senator Casr. On that point, would you regard the proposed legis- 
lation as preferable to the present law or not? 

Mr. Sutrron. I would say that neither of them is good, but probably 
this is better; although it is questionable how much of that will be 
paid, as I will tend to point out later. 

In addition to these three objections, the bills also would— 

4. Perpetuate TVA’s exemption from paying any taxes and per- 
onsen its special privilege to make small token payments in lieu of 

tate and local taxes. 

5. Exclude TVA revenue bonds from the annual Federal budget, 
thus evading the statutory public debt limit. 

6. Exempt from any repayment of, or even a return on, an addi- 
tional $470 millions of retained revenue reinvested in power facilities 
and clearly belonging to the Government as much so as the $1.2 billion 
of appropriation investment. 


EXPANSION ENCOURAGED 


In addition to these objectionable features found in both bills, 
S. 931 would permit almost unlimited expansion of TVA territory 
under the guise of establishing territorial limitations. 

Of all the misconceptions which have arisen in this issue, perhaps 
the most misleading is the belief that this bill places (that’s the Senate 
bill) an effective limitation on the future expansion of TVA. 

Although pretending to limit future expansion, the bill actually 
invites new expansion of TVA service area to the extent of from 30 to 
50 percent (an area larger than the States of Massachusetts, Connecti- 
cut, Rhode Island, Delaware, and New Jersey combined). In addi- 
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tion, it specifically authorizes TVA to serve “the United States or 
agencies thereof or to interconnect with other utility systems for ex- 
change power arrangements, or to interconnect and serve REA co-ops 
now being served in part by TVA.” This permits serving Arm 
camps and Government activities outside the area and connecting wit 
Government agencies, such for example as the Southeastern Power 
Administration. Even the limitations therein apply only to new 
facilities that would be built or acquired from the proceeds of these 
revenue bonds or power revenues. The $1.2 billion of existing plant 
would be free to extend just as far as power transmission lines can 
deliver and this displaced power could be replaced by revenue bond or 
power revenue-financed facilities. Congressman Vinson brought that 
out very clearly at the hearing in the House. 

Practically one-half of TVA powerload at present is the Atomic 
Energy Commission’s requirements. Should this load be further re- 
duced, this power would be available as well as that released at Mem- 
phis, where the city is building its own generating facilities. It is pos- 
sible to use revenue bond financing to release TVA’s unrestricted 
capacity in a number of ways. For example, bond moneys may be 
used to serve Knoxville or Nashville, and the power thus released 
or displaced from existing facilities may be sold wherever TVA 
wishes. Or, it is possible to have Knoxville or Nashville construct 
plants, as Memphis has, and have TVA lease such plants under the 
terms of this bill, charging such lease rental to operating expenses; 
and then all of this available power, not having been built with 
revenue bonds, could be sold outside and beyond the limitations im- 
posed on bond-financed facilities. 

Purported restrictions in the bill apply to “sale and delivery” of 
power by TVA and do not mention “use” of such power. Under cer- 
tain conditions—as by displacements, for example—power from TVA 
could be interchanged just as far as it is economically feasible to send 
it. 

Past experience has shown that, once lines were extended outside 
to connect with other Federal power systems, pressure would build 
up to have the Federal Government serve non-Federal customers from 
the same lines. 

The exceptions contained in the so-called limiting language of S. 931 
(I am still talking of 931) point out several specific possibilities for 
new expansion. First, they would permit expansion into all the 
Tennessee River drainage basin not now served by TVA. Second, 
they would permit expansion into the remainder of counties now only 
partially within TVA’s existing service area or the drainage basin. 
Third, they would permit TVA to serve the United States or agencies 
thereof or to interconnect with other utility systems for exchange 
power arrangements, or to interconnect Tennessee Valley Authority 
generating plants, or to serve existing rural electric cooperatives now 
served in part by TVA. Fourth, they would permit expansion as far 
as 5 miles beyond this expanded service area, to accommodate growth 
of communities now served by TVA. 

Senator Cooper. Mr. Chairman. 

Senator Kerr. Senator Cooper ? 

Senator Coorer. Isn’t it correct that H.R. 3460 would prohibit the 
sale of power from existing facilities as well as any new facilities 
outside the service area ? 
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Mr. Surron. The House bill changes that, as you have said; but 
these remarks are on the Senate bill, and I am taking this time 
because the notice I received stated that this hearing is on both bills, 
This refers to the Senate bill as do all of those provisions which I haye 
just mentioned, which provide no limitation at all, but which practi- 
cally invite the TVA to extend its territory, as I have mentioned. | 
thought I brought that out, but if I did not, I apologize. But these 
statements that I am making now bear on this lack of limitations 
referring to the Senate bill, because as I said, I thought the hearing 
was on both bills. You see, I have said here— 

in addition to these features found in both bills, S. 931 would permit almost 
unlimited expansion on that. 

May I proceed ? 

Senator Kerr. Yes, sir. 

Mr. Sutton. On many occasions, TVA officials have stated that 
TVA has no plans to expand its activities outside its present area. In 
that case then, a legal limit on TVA’s service area would in no way 
interfere with rendering better service to customers in its present 
area. A clear definition of area limits could well work to the distinct 
advantage of both the Authority and its electric customers by permit- 
ting it to concentrate on the power needs and service standards for a 
specific territory rather than on expansion and taking in new territory, 

Speaking for the executive branch of the Government last year, 
Deputy Director of the Budget Robert E. Merriam advised restricting 
TVA operations to the area now being served. His specific language 
would provide that the power service area, I quote— 
shall not be extended nor shall the corporation make any new or additional 
contracts to supply power to any purchasers for use outside such area except 
pursuant to authority hereafter granted by act of Congress. 

Here again is the recommendation, not only for area limitations, 
but that Congress retain control of the Authority. 

The foregoing objections to unlimited territorial expansion of TVA 
are directed toward S. 931, Senator Cooper. As now written, H.R. 
3460 contains Congressman Vinson’s territorial limitation amendment, 
as it was weakened in committee and again on the House floor, and 
would tend to restrict TVA service area and prevent it from expanding 
we az step across the ee 

Ithough it is stated in subsection (f) of both the Senate and House 
bills that the corporation shall charge rates for power which will pro- 
duce gross revenues sufficient to take care of the enumerated commit- 
ments, both bills failed to include the $10 million repayment among 
these obligations. However, this oversight was corrected in the House 
bill. In the preceding section (e) of both bills it is stated that pay- 
ments due thereunder may be deferred for not more than 2 years. 
The language is not clear and does not state whether all of the pay- 
ments for the 120 years can be deferred. 

Subsection (f) states that the corporation shall charge rates for 
power which will produce gross revenues sufficient to provide the 
enumerated funds, but subject to the following proviso with regard to 
raising such rates for power, and I quote— 


Having due regard for the primary objectives of the act, including the objec 
tive that power shall be sold at rates as low as are feasible. 
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Webster’s definition of “feasible” would surely make it uncertain as to 
whether power rates ever would be raised or such deficiencies would 
continue to be borne by the taxpayer as heretofore. ; 

Investor-owned wsilitien operate under Government regulation im- 

osed by our lawmakers for the protection of the people. This con- 
trol extends to every phase of the business. It is exercised by State 
and local commissions, the Federal Power Commission and the Securi- 
ties and Exchange Commission. To make sure that investors as well 
as customers are fully protected, financing is also subject to strict 
regulation. 5 . , 

Yet TVA, a Government monopoly, is asking to be practically 
freed from congressional control and all other controls. __ 

The proposed legislation would bypass rules and regulations that 
have been established for the protection of taxpayers. It has 
prompted numerous statements from the Treasury, the Budget Bureau, 
the Office of Comptroller General, and even the White House, object- 
ing to the repeal of fiscal controls over issuance of bonds. Let me 
read to you some statements from TVA and governmental officials 
bearing on this phase of the matter. 

I have here statements, one by President Eisenhower, and one by 
John P. Abbadessa, for the Comptroller General. I won’t read 
those, but I will read those by TVA Chairman Vogel in the Senate 
hearings of July 1955, and I quote: 

I see no reason why the Tennessee Valley Authority should not operate under 
generally the same laws that apply to other Government corporations, and I 
so recommend. 

These quotations speak for themselves, 

Actually it does not appear that TVA needs additional capital 
funds. Additional generating capacity is costing the TVA about 
$168 per installed kilowatt (including transmission facilities). With 
over $100 million of power revenues available annually, TVA could 
buy about 600,000 kilowatts of generating capacity each year. This 
would adequately take care of the average load growth outside of 
Federal agencies and Memphis, which, during the past 5 years, has 
averaged 492,000 kilowatts annually. At the end of fiscal year 1958, 
TVA stated it had $66 million of cash on hand. In the next 3 years 
it should generate at least $100 million per year out of its business. 
This means that over $350 million cash will be available for construc- 
tion and repayment. 

TVA is also “long” on power. From 1948 through 1957 the aver- 
age increase in TVA’s peak demand has been something less than 
800,000 kilowatts per year but a very large portion of this increase has 
been due to the demands of the plants of the Atomic Energy Commis- 
sion. Starting with the fiscal year 1958, the Atomic Energy Commis- 
sion reduced its demand on TVA by 500,000 kilowatts, and in the first 
11 months of fiscal] year 1958 AEC took 21 billion kilowatt-hours less 
than during the fiscal year 1957. Apart from the overall increase in 
demand for the AEC since 1948, the peak requirement of TVA system 
increased during this period about 436,000 kilowatts per year. 

Scheduled additions of several million kilowatts will increase the 
TVA area generating capability, including the Memphis plant, to 
about 13 million kilowatts by 1960. The AEC load has stopped 
growing. TVA has a winter peak, due to the large heating load. Its 
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February 1958 peak, including a large amount of interruptible power, 
was 9.4 million kilowatts. Thus, TVA will have available approxi- 
mately 4 million kilowatts of power to grow on. 

Subsection (h) states in effect that it is a responsibility of the Fed- 
eral Government “to assure an ample supply of electric power” to 
consumers in the area for the purpose, among other things, of “physi- 
cal, social, and economic development of the area.” Guaranteeing 
electric service and social development has never heretofore been a 
function of the Federal Government. If this responsibility for power 
supply and economic and social development is written into the law to 
benefit one specific region, why should it not constitute a stautory invi- 
tation to other regions of the Nation to embrace—and, in fact, de- 
mand—the same socialistic philosophy? In my opinion, this gets far 
afield from the origina] and primary objectives of TVA. 

One more thing: When revenue bond financing of Federal high- 
ways was considered by the 84th Congress, the device was roundly op- 
— and defeated by such distinguished men as Senator Byrd of 

irginia, and Senator Kerr, of Oklahoma. It was also opposed by 
both the Senators from Tennessee. Senator Gore had this to say: 

This is the kind of financing Harry Hopkins never dreamed of. It’s a screwy 
plan which could lead the country into inflationary ruin. 

If Federal highway revenue bond financing is so unsound and 
“could lead this country into inflationary ruin,” then why is revenue 
bond financing any better for TVA ? 

The question deserves a serious answer. 

I thank you. 


Senator Kerr. Thank you very much, Mr. Sutton. 
Mr. Surron. Thank you. 
(The full prepared statement of Mr. Sutton is as follows :) 


STATEMENT OF Louis V. SuTTON, PRESIDENT AND CHAIRMAN OF THE Boarp, 
CAROLINA Power & LIGHT Co. 


My name is Louis V. Sutton. I am an engineer by profession and have spent 
most of my business life in the Southeastern States. I live in Raleigh, N.C., and 
am president and chairman of the board of Carolina Power & Light Co. This 
company is an investor-owned utility, the stock of which is held by over 34,000 
owners located in every State in the Union. 

The territory served by Carolina Power & Light Co. is adjacent to the Ten- 
nessee Valley Authority’s service area. I am familiar with the TVA from its 
beginning. Carolina Power & Light Co. is interconnected with TVA and ex- 
changes power with it. 

On behalf of the customers, employees, and stockholders of our company, I am 
appearing in opposition to S. 931 and H.R. 3460. 

In the recent press release from the chairman of the House Flood Control Sub- 
committee announcing the 2 days of hearing, on March 10 and 11, it was stated, 
and I quote: “This bill would authorize the Tennessee Valley Authority to issue 
$750 million in revenue bonds which would be repaid out of the power system 
earnings.” 

If these bills would accomplish this and nothing more, they would sound great 
to the long-suffering taxpayers. But let’s consider just how many serious things 
these bills would do or permit under the guise of revenue bond financing. 

Both of these bills would: 

1. Free TVA from existing controls of the Congress, the Treasury, the 
Budget Bureau, and the Comptroller General. 

2. Repeal the taxpayers’ present 40-year first lien of $1.2 billions of appro 
priation investment and substitute therefore a 120-year unsecured, subordi- 
nated obligation, to be paid “from net power proceeds in excess of those 
required to meet the Corporation’s obligations.” 
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3. Avoid any requirement to pay interest on this subordinated obligation. 
The bill proposes instead that TVA make payments into the Treasury as 
miscellaneous receipts as a “return on the appropriation investment in 
the Corporation’s power facilities” from “net power proceeds in excess of 
those required to meet the Corporation’s obligations.” 

The neat distinction between “interest” and a “return” is a masterpice of con- 
cealment. When you pay “interest,” you acknowledge a debt on property be- 
longing to the recipient of that interest. A “return” means the opposite—or a 
profit realized from the ownership of that property. This phaseology attempts 
to achieve a liguistic liquidation of the $1.2 billion debt which TVA is now legally 
and morally obligated to repay to the taxpayers of the 48 States. 

In referring to the payment as a return on the appropriation investment in 
each fiscal year, it is stated that the payment shall be at a rate equal to the 
computed average interest rate payable by the Treasury upon its total market- 
able public obligations. All “marketable public obligations” include both long- 
term debt and short-term notes. The rate should more properly be that required 
for long-term debt rather than the lower rate applicable to short-term financing, 
since the 120-year payout to be granted TVA would seem to be a fairly long-term 
proposition. As of today, the interest on long-term Federal financing exceeds 
4 percent, compared with the average rate of approximately 2.8 percent on total 
marketable issues as of March of this year. 

In addition to these three objections, the bills also would: 

4. Perpetuate TVA’s exemption from paying any taxes and perpetuate 
its special privilege to make small token payments in lieu of State and local 
taxes. 

5. Exclude TVA revenue bonds from the annual Federal budget, thus 
evading the statutory public debt limit. 

6. Exempt from any repayment of, or even a return on, an additional 
$470 millions of retained revenue reinvested in power facilities and clearly 
belonging to the Government as much so as the $1.2 billion of appropriation 
investment. 

EXPANSION ENCOURAGED 


In addition to these objectional features found in both bills, S. 931 would 
permit almost unlimited expansion of TVA territory under the guise of estab- 
lishing territorial limitations. 

Of all the misconceptions which have arisen in this issue, perhaps the most 
misleading is the belief that this bill places an effective limitation on the future 
expansion of TVA. 

Although pretending to limit future expansion, the bill actually invites new 
expansion of TVA service area to the extent of from 30 to 50 percent (an area 
larger than the States of Massachusetts, Connecticut, Rhode Island, Delaware, 
and New Jersey combined). In addition it specifically authorizes TVA to serve 
“the United States or agencies thereof or to interconnect with other utility sys- 
tems for exchange power arrangements, or to interconnect and serve REA co-ops 
now being served in part by TVA.” This permits serving Army camps and 
sovernment activities outside the area and connecting with Government agencies, 
such, for example, as the Southeastern Power Administration. Even the limita- 
tions therein apply only to new facilities that would be built or acquired from 
the proceeds of these revenue bonds or power revenues. The $1.2 billion of 
existing plant would be free to extend just as far as power transmission lines 
can deliver and this displaced power could be replaced by revenue bond or power 
revenue-financed facilities. 

Practically one-half of TVA power load at present is the Atomic Energy Com- 
mission’s requirements. Should this load be further reduced, this power would 
be available as well as that released at Memphis, where the city is building its 
own generating facilities. It is possible to use revenue bond financing to release 
TVA’s unrestricted capacity in a number of ways. For example, bond moneys 
may be used to serve Knoxville or Nashville, and the power thus released or 
displaced from existing facilities may be sold wherever TVA wishes. Or, it is 
possible to have Knoxville or Nashville construct plants, as Memphis has, and 
have TVA lease such plants under the terms of this bill, charging such lease 
rental to operating expenses; and then all of this available power, not having 
been built with revenue bonds, could be sold outside and beyond the limitations 
imposed on bond-financed facilities. 

Purported restrictions in the bill apply to “sale and delivery” of power by TVA 
and do not mention “use” of such power. Under certain conditions—as by dis- 
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placement, for example—power from TVA could be interchanged just as far as 
it is economically feasible to send it. 

Past experience has shown that, once lines were extended outside to connect 
with other Federal power systems, pressure would build up to have the Federa| 
Government serve non-Federal customers from the same lines. 

The exceptions contained in the so-called limiting language of S. 931 point out 
several specific possibilities for new expansion. First, they would permit ex- 
pansion into all the Tennessee River drainage basin not now served by TVA. 
Second, they would permit expansion into the remainder of counties now only 
partially within TVA’s existing service area or the drainage basin. Third, 
they would permit TVA to serve the United States or agencies thereof or to inter. 
connect with other utility systems for exchange power arrangements, or to inter- 
connect Tennessee Valley Authority generating plants, or to serve existing rural 
electric cooperatives now served in part by TVA. Fourth, they would permit ex- 
pansion as far as 5 miles beyond this expanded service area, to accommodate 
growth of communities now served by TVA. 

This language, if enacted into law, almost certainly will be interpreted by 
preference customers as an invitation to demand TVA power. Senator Robert 
C. Byrd (then Representative) last year said of an identical bill: “I object 
to this bill because it tacitly invites, or encourages, an expansion of the Ten- 
nessee Valley Authority into areas that are now being adequately served by 
investor-owner power companies * * * .” Carolina Power & Light Co. is one of 
these companies. 

On many occasions, TVA officials have stated that “TVA has no plans to 
expand its activities outside its present area.” In that case then, a legal limit 
on TVA’s service area would in no way interfere with rendering better service 
to customers in its present area. A clear definition of area limits could well 
work to the distinct advantage of both the Authority and its electric customers 
by permitting it to concentrate on the power needs and service standards for 
a specific territory rather than on expansion and taking in new territory. 

Speaking for the executive branch of the Government last year, Deputy Di- 
rector of the Budget Robert E. Merriam advised restricting TVA operations to 
the area now being served. His specific language would provide that the power 
service area, and I quote—‘“shall not be extended nor shall the corporation 
make any new or additional contracts to supply power to any purchasers for 
use outside such area except pursuant to authority hereafter granted by act 
of Congress.” 

Here again is the recommendation, not only for area limitations, but that 
Congress retain control of the Authority. 

The foregoing objections to unlimited territorial expansion of TVA are di- 
rected toward 8S. 931. As now written, H.R. 3460 contains Congressman Vin- 
son’s territorial limitation amendment, as it was weakened in committee and 
again on the House floor, and would tend to restrict TVA service area and 
prevent it from expanding step by step across the country. 

Although it is stated in subsection (f) of both the Senate and House bills 
that the corporation shall charge rates for power which will produce gross 
revenues sufficient to take care of the enumerated commitments, both bills 
failed to include the $10 million repayment among these obligations. However, 
this oversight was corrected in the House bill. In the preceding section (e) 
it is stated that payments due thereunder may be deferred for not more than 
2 years. The language is not clear and does not state whether all of the pay- 
ments for the 120 years can be deferred. 

Subsection (f) states that the corporation shall charge rates for power 
which will produce gross revenues sufficient to provide the enumerated funds, 
but subject to the following proviso with regard to raising such rates for power. 
I quote: “Having due regard for the primary objectives of the Act, including 
the objective that power shall be sold at rates as low as are feasible,’ Webster's 
definition of ‘‘feasible” would surely make it uncertain as to whether power rates 
ever would be raised or such deficiencies would continue to be borne by the tax- 
payer as heretofore. 

Investor-owned utilities operate under Government regulation imposed by 
our lawmakers for the protection of the people. This control extends to every 
phase of the business. It is exercised by State and local commissions, the Fed- 
eral Power Commission and the Securities and Exchange Commission. To make 
sure that the investors as well as customers are fully protected, financing is 
also subject to strict regulation. 
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Yet TVA, a Government monopoly, is asking to be practically freed from 
congressional control and all other controls. 

The proposed legislation would bypass rules and regulations that have been 
established for the protection of taxpayers. It has prompted numerous state- 
ments from the Treasury, the Budget Bureau, the Office of the Comptroller 
General, and even the White House, objecting to the repeal of fiscal controls 
over issuance of bonds. Let me read to you some statements from TVA and 
governmental Officials bearing on this phase of the matter. 

President Eisenhower remarked in a press conference July 3, 1957: “* * * I 
have always insisted that there should be proper budgetary and congressional 
control of the expansion of the facility and the building of new plants * * *.” 

John P. Abbadessa, for the Comptroller General, House hearings on S. 1869, 
July 28, 1958: “Our basic position, sir, is that the capital expenditure of TVA 
should be by appropriations. However, if it is necessary to borrow money, then 
we believe it should be handled through the appropriation process, and handled 
by the Secretary of the Treasury and be included as a part of the public debt 
limitations.” 

TVA Chairman Herbert D. Vogel, Senate hearings, July 21, 1955: “I see no rea- 
son why the Tennessee Valley Authority should not operate under generally the 
same laws that apply to other Government corporations, and I so recommend.” 
These quotations speak for themselves. 

Actually it does not appear that TVA needs additional capital funds. Addi- 
tional generating capacity is costing the TVA about $168 per installed kilowatt 
(including transmission facilities). With over $100 millon of power revenues 
available annually, TVA could buy about 600,000 kilowatts of generating capacity 
each year. This would adequately take care of the average load growth outside 
of Federal agencies and Memphis, which, during the past 5 years, has averaged 
492,000 kilowatts annually. At the end of fiscal year 1958, TVA stated it had $66 
million of cash on hand. In the next 3 years it should generate at least $100 
million per year out of its business. This means that over $350 million cash will 
be available for construction and repayment. 

TVA is also “long” on power. From 1948 through 1957 the average increase 
in TVA’s peak demand has been something less than 800,000 kilowatts per year 
but a very large portion of this increase has been due to the demands of the 
plants of the Atomic Energy Commission. Starting with the fiscal year 1958, the 
Atomie Energy Commission reduced its demand on TVA by 500,000 kilowatts, 
and in the first 11 months of fiscal year 1958 AEC took 2% billion kilowatt-hours 
less than during the fiscal year 1957. Apart from the overall increase in demand 
for the AEC since 1948, the peak requirement of TVA system increased during 
this period about 436,000 kilowatts per year. 

Scheduled additions of several million kilowatts will increase the TVA area 
generating capability, including the Memphis plant, to about 13 million kilowatts 
by 1960. The AEC load has stopped growing. TVA has a winter peak, due to the 
large heating load. Its February 1958 peak, including a large amount of inter- 
ruptible power, was 9.4 million kilowatts. Thus TVA will have available approx- 
imately 4 million kilowatts of power to grow on. 

Subsection (h) states in effect that it is a responsibility of the Federal Gov- 
ernment “to assure an ample supply of electric power” to consumers in the area 
for the purpose, among other things, of “physical, social, and economic develop- 
ment of the area.” Guaranteeing electric service and social development has 
never heretofore been a function of the Federal Government. If this responsi- 
bility for power supply and economic and social development is written into the 
law to benefit one specific region, why should it not constitute a statutory invita- 
tion to other regions of the Nation to embrace—and, in fact, demand—the same 
socialistic philosophy? In my opinion, this gets far afield from the original and 
primary objectives of TVA. 

When revenue bond financing of Federal highways was considered by the &4th 
Congress, the device was roundly opposed and defeated by such distinguished 
men as Senator Byrd of Virginia, and Senator Kerr of Oklahoma. It was also 
opposed by both the Senators from Tennessee. Senator Gore had this to say: 
“This is the kind of financing Harry Hopkins never dreamed of. It’s a screwy 
plan which could lead the country into inflationary ruin.” 

If Federal highway revenue bond financing is so unsound and “could lead this 
country into inflationary ruin,” then why is revenue bond financing any better 
for TVA? 

The question deserves a serious answer. 
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Senator Kerr. The committee will recess until 2 o’clock, at which 
time we will hear Mr. R. M. Watt, chairman of the board of Ken- 
tucky Utilities Co., Lexington, Ky., and the committee will be jn 
session through the afternoon until all scheduled witnesses have been 
heard. 

(Thereupon, at 12:45 p.m., the subcommittee recessed to reconvene 
at 2 p.m., of the same day.) 


AFTERNOON SESSION 


Senator Kerr (presiding). The subcommittee will come to order. 

Mr. Wait, there is a gentleman on the committee who has an urge 
to say something about you. I do not want to discourage him. 

Mr. Warr. I would like to screen it before he says it. [Laughter.] 

Senator Kerr. That is between you and him—each man for him- 
self. 

Senator Coorrr. Mr. Chairman, I would just like to say to the 
committee that I have known Mr. Watt a long time. He was presi- 
dent of the Kentucky Utilities Co. for many years, and is now chair- 
man of the board. He is recognized as an outstanding authority in 
the field of power. 

I may say, also, he has shown a wide interest in public affairs in 
Kentucky. Particularly he has urged the importance of our inde- 
pendent colleges that are not tax supported, and has done much 
toward securing financial support for them. He is a very fine citi- 
zen of our State. 

Senator Kerr. We are proud to have you, Mr. Watt. You may 
proceed with your statement. 

Mr. Warr. Thank you, sir. Inasmuch as I am a poor reader, I 
would like permission to discuss this. 

Senator Kerr. You may file your statement, and it will be made a 
part of the record, and you can say what you want. 


STATEMENT OF R. M. WATT, CHAIRMAN OF THE BOARD, KENTUCKY 
UTILITIES CO. 


Mr. Warr. Mr. Chairman and members of the committee, our 
system is adjacent to and north of the gpg, Semen of the Ten- 


nessee Valley Authority, extending from the Mississippi River to 
the headwaters of the Powell River in Virginia, a distance of some 
600 miles. That is our system. 

We have enjoyed the TVA system as neighbors. I would like to 
take advantage of this opportunity to express my kind respects, and 
my sincere compliments to Mr. Wessenhauer, and his staff, and the 
management. They have done an excellent job. I would say that 
they would be entitled to the full confidence of their employers. 

My objective principally here today, Mr. Chairman, is to try to 
show the members of this committee the effect that the bulge in the 
Vinson amendment, passed in the House, consisting of South Fulton, 
Paducah, Princeton, and Glasgow, would have on our system, its 
employees, its customers, and its stockholders. 

Those four towns constitute practically 10 percent of the entire 
revenue of our system. It constitutes practically 10 percent of our 
customers. 
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Nevertheless, I am not taking the position that the loss of those 
towns will be comparable to the loss of the customers in other sec- 
tions. It is not a very easy thing to understand why you can sell 
property at its full appraised value, and still come out on the short 
end of the bargain. 

For instance, the sale of these properties at the maximum value as 
recorded on the books of accounts would leave our system in a deficit 

osition of $300,000 per year that could not be eliminated and would 
live to be charged against our remaining customers. 

Likewise, if we were to lose the 115 employees involved in the 
operation of those properties, they would lose because of their inabil- 
ity to recover the benefits that have accrued to them over their period 
of service with our system. And quite a few of them have spent 
practically all of their adult life employees of our system. 

Some of these towns have been in our system as much as 42 years, 
others 30-odd years. And as a general rule, when you buy a unit of 
property, to add it to your system, you buy the employees and put 
them into your system as well, but when you sell a property to a 
Government-owned purchaser it is not practical and easy to transfer 
all of those accrued benefits along with the employees. 

There is another feature that you might say is a hidden damage. 

When Congress, in its passage of this act, permits 4 towns of a 
system containing some 600 small towns and communities, it establishes 
a precedent and it establishes a desire, an intense desire on the part of 
other towns and communities to be counted in on that special privileged 
category. That is human nature. And we can not do anything about 
it. 

You might say that is a settled fact, but it is settled only by an appli- 
cation to Congress for additional towns to come in which means, of 
course, that they will probably be back in your lap every time you 
meet here. 

I would like to get to the injury which I will call the economic 
injury. 

Those of you who follow the stock market have observed that since 
the House passed the bill that we are dealing with here the common 
shares of our company have reduced in value from 37.5 to 53.5 as of 
this morning. That represents, roughly speaking, $14 million reduc- 
tion in the value of those securities to the holders thereof. 

I would like to show you by this statement that I have compared 
the effect to other companies, relating it to our own company, with ref- 
erence to earnings and capital account. 

You will notice a table on page 6, where I have made a comparison 
of Kentucky Utilities Co., and the Illinois Public Service and Louis- 
ville Gas & Electric Co. The capitalization ratios are comparable all 
the way through, but the ratings of bonds, A. for K.U., and A.A. as to 
C.LP.S., and AAA for L.G. & E. 

When you get down to the common stock statistics, you will notice 
that hg earnings per share of these three companies are still com- 
parable. 

The dividends are comparable. 

The market price is different. 

The market price of K.U. on this particular day was $36; for C.I.P.S. 
it was $42, and for L.G. & E. it was $42.25. 
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Now, on the yield you will notice just below that, for K.U. it was 
4.22 percent, C.I.P.S. 4.19 percent, and L.G. & E. 3.08 percent. 

As to the price earnings ratio, it is 15.3, 16.3, and 19 for the three 
companies. 

The book value per share is comparable. K.U. is highest, $22.24. 
C.I.P.S. is $19.49, and L.G. & E. is $19.88. 

The interesting part about it is the last line, the price of the stock 
turns its earnings: K.U. is 1.62; C.LP.S. is 2.15; and L.G. & F. js 
2.13. 

So that reflects the damage, the injury, of the vulnerability of q 
system such as ours is tothe public power project. 

Now, we have in the Kentucky Utilities 7,320 people who own 
1,002,722 shares, that is, in the State of Kentucky. That is in common 
stock. That is 37.3 percent of the total. 

There are 3,500 Kentuckians who own 111,499 shares of preferred 
stock. That is 56 percent of the issue. 

These shares in Kentucky have an approximate value of $48 million. 

Thave oa for your records and for your information, if needed, 
a detailed information about the property in Paducah and Glasgow 
and Princeton and South Fulton, because the question came up at the 
hearing before the committee in the House, and I was not there to 
give the answer. I shall skip over these pages in my prepared state- 
ment, because they go considerably into detail. 

At the committee meeting in the House, I listened with great in- 
terest and attention to the eloquent presentation of Congressman Car! 
Vinson on what is now referred to as the Vinson amendment. 

Unfortunately, some saw fit to make quite a bulge of it. Mr. Chair- 
man, this situation is not at all practical, I repeat, to lend itself to 
solution by piecemeal or by special privilege. 

May I relate that my company has been operating its system in Ken- 
tucky from the very day that the TVA Act was created. Of course, 
it operated before. It has survived the competition of cheap power. so 
to speak, and it has learned by experience and observation, as a great 
many people have, that people are not alone satisfied with cheapness. 
So we have developed a way to give them that thing that they want, 
which is not reflected in the cost. 

We have never lost. a single property, a unit of property, to what is 
called generally the TVA invasion. 

There are, of course, towns in that area that are now negotiating with 
them. Paducah is one. Glasgow and Princeton are taking the neces- 
sary steps to put to a vote, which our law requires, of the people of 
the town to determine for themselves what they want to do. 

I might say for your benefit that already there have been five towns 
that have voted bonds to buy the distribution systems in their towns. 
None of those towns, even after they voted the bonds to acquire the 
systems, did acquire the systems. 

Now, Mr. Chairman, I would like to throw on the table something 
for all of us to think about. It does not involve my system alone. It 
does involve my people, my customers, and the communities of Ken- 
tucky that we live our lives in, and that we pay some efforts to- 
ward developing and promoting, in business, civic affairs, and other- 
wise. 

And what I have in mind, without in any way committing my as- 
sociates, or you, is this project that I am talking about must be disposed 
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of in one of two ways, that is, the property involved: Either we must 
take the position that it must be established according to the provisions 
of Mr. Vinson’s amendment, or, if that cannot be done, we must say as 
individuals and as citizens of Kentucky : “Leave this side’of the fence 
on Kentucky down entirely—let every town and community in Ken- 
tucky have the privilege and the benefit, if there is any, without 
denying them the right that you may give some other town.” They 
are not entitled to do it any more than the others. 

I think that both Senator Cooper and myself could go back to 
Kentucky with a better feeling of security if it was settled that way— 
either one of those two ways. 

I do not want a part of my towns available to TVA and the other 
part of the towns denied that privilege. I want them all to have that 
privilege or not to have that privilege. 

Let me say one other thing, and then I think I am finished. 

We have grown with Kentucky. 

In 1935—this was about the beginning of the TVA project—we 
were a company of virtually $40 million capitalization. AYVe had, if 
I recall offhand, less than $6 million gross revenue. Even then our 
contribution to the support of the Government was only half a million 
dollars a year. 

Today we comer practically two-thirds of the territory, the area 
of the State of Kentucky. e serve nearly 600 towns and commu- 
nities. 

We have an investment of $200 million in our system. 

We have 230,000 customers in Kentucky, and in Tennessee and in 
Virginia. 

T heud yesterday the witness Stewart—who testified in behalf of 
this bill—the manager of one of the rural cooperatives—state that he 
wants the privilege of that source of supply which is considerably 
cheaper than the source of supply that he now has. 

I listened to the pleas of the representative from Monticello. I 
know that Mr. Breeding, the former mayor of Monticello, acquired 
that little community distribution system solely for the purpose of 
being able to take advantage of the TVA supply which was close by. 

Those towns are not in my system, but there are other towns in my 
system that are in a like position. 

There is South Fulton. Why should that be made available to the 
TVA system, when just across the line, and a part of the community 
as a whole, is Fulton, Ky? It should not be denied the same privilege. 
Fulton is close by. 

Many of those towns are in the same category. 

How are you going to deny one and say, “Yes” to the other? 

That is my message, Mr. Chairman. 

I thank you kindly for your attention. 

(The prepared statement of Mr. R. M. Watt is as follows:) 


STATEMENT OF R. M. Watt or LExIneToN, Ky., CHAIRMAN OF THE BOARD OF 
Kentucky UTILitTies Co. 


Mr. Chairman and members of the committee, my name is R. M. Watt and I 
live in Lexington, Ky. I have been in the public utility business all of my adult 
life and with the Kentucky Utilities Co. since 1914. I served as president of 
this company 22 years from 1935 to 1957 and have been chairman of the board 
since July 22, 1957. 
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I appreciate the opportunity of presenting a statement to this committee, giv- 
ing my opinion as to the effect H.R. 3460 will have on the properties and opera- 
tion of Kentucky Utilities Co. 

. The operating system of the Kentucky Utilities Co. is adjacent to and north 
of the operating system of the TVA. For the past 15 years the arrangement 
for interchange of power has been mutually beneficial. We have neighboreg 
well. My purpose in appearing before this committee is to bring to your atten. 
tion what I believe will be some of the damages to and effects upon our system 
and employees if Congress adopted H.R. 3460 without providing for adequate 
i service area limitation. I should like to discuss these in the following 
order : 
(1) Customer and revenue loss of the four towns which H.R. 3460 would 
permit TVA to serve. 
(2) Cost of service to remaining customers. 
(3) Effect on employees. 
(4) Loss to State and Federal Government of income tax. 
(5) Other possible effects of area expansion. 
(6) Effect on cost of money to company. 
(7) Ownership of company stock in Kentucky. 
(8) Other information about the negotiations by the cities to acquire our 
distribution systems. 
PADUCAH, KY. 


Inside the city limits of Paducah, Ky., the second largest city served by the 
company, there are approximately 37,000 people, and in 1958 the company re 
ceived over $2 million from 11,537 customers. There were also 3,734 company 
customers immediately adjacent to the city limits. 


GLASGOW, KY. 


In Glasgow, Ky., a city of approximately 10,000 population, ranking ninth 
in size of cities we serve, the company had $443,800 revenue from 2,968 cus- 
tomers in 1958. 

PRINCETON, KY. 


In Princeton, Ky., a city of 7,000 population, ranking 13th in size of cities 
we serve, the company had $253,400 revenue from 2,184 customers in 1958. 


POWER SOURCE 


Although we have investigated rather thoroughly, we can find no evidence 
that any of these cities in Kentucky have a contract for or promise of TVA power. 
In fact the company is now negotiating with the city of Paducah to sell them 
power wholesale should they acquire the company’s distribution system there. 

The appraiser for the city of Glasgow has stated to our appraiser that he 
has allowed no severance damage for transmission line connection as they expect 
to buy power from the company. 


SOUTH FULTON, TENN. 


In South Fulton, Tenn., population approximately 3,000, the company had 
959 customers and $116,600 revenue in 1958. 

In and immediately adjacent to the four cities served by Kentucky Utilities 
Co. which the House bill now permits TVA to serve, there are approximately 
72,000 people served by the company. From the 17,648 customers inside these 
city limits the company received revenues of over $2,838,000 in 1958. (In 
addition, there were some 4,620 electric customers of the company immediately 
adjacent to the city limits of these four.) 


COST OF SERVICE TO REMAINING CUSTOMERS 


The loss of 22,000 customers would result in an increased annual cost to other 
customers of the company of approximately $300,000 due to the company’s 
inability to reduce certain expenses in proportion to the corresponding loss in 
revenue. 
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EFFECT ON EMPLOYEES 


Of the 1,411 full-time employees of Kentucky Utilities Co. approximately 115 
work in the four towns named as exceptions to the service area limitation. 
Should this area be lost it would not be feasible to continue employment to 
all of these people, and some would have to be released by the Kentucky 
Utilities Co. ; 

Many of these employees have spent the best part of their lives with our 
company, and have reached ages at which it would be difficult to secure other 
employment. A great deal of time and money have been invested in these 
employees, and their years of service and experience would be lost to the 
company forever. They would suffer not only from severance of their present 
jobs, but would lose the accumulation of the many company-sponsored benefits, 
such as pensions, insurance, sick leave and the major medical plan. The 
possibility of such consequences to these people and the overall demoralizing 
effect on those who would continue to work for the company is of much concern 
to all. 

EFFECT OF CONTINUED EXPANSION 


Human nature being what it is, there is no question that if TVA boundaries 
are extended in this Congress, then next year and the next, those people who 
are just on the outside of the ever-increasing area will be here asking you 
to extend the boundary still further to take them into their area. 

If Paducah and McCracken County are to be placed in the TVA service area, 
it is likely we will lose all of our property west of the Tennessee River. If 
TVA could then jump over several other communities served by Kentucky 
Utilities and land at Princeton, it would follow that we could lose many other 
towns in that immediate area until all of our west Kentucky property would 
be lost. This would represent about one-third of our property and revenue. 
The same would be true in the Glasgow area, as Horse Cave and Cave City 
are only waiting to see what happens to Glasgow before making their bids. 
A boundary line must be fixed at some time unless the TVA area is to eventually 
extend to cover unlimited area in Southeastern United States and possibly 
elsewhere. 

CITIZENS FOR LOW COST POWER ORGANIZATION 


In addition to the four cities named there are many other cities in Ken- 
tucky that have now joined together in what is ealled Citizens for Low Cost 
Power. They claim about 24 cities as members, in addition to many of the 
rural electric cooperative corporations. 


EFFECT ON MONEY COST OF COMPANY 


As the distinguished chairman of the subcommittee well knows, when apprais- 
ing a security, investors, security analysts, and security rating agencies take into 
consideration all factor affecting the extent of the risk involved. The close prox- 
imity of southern portions of Kentucky Utilities Co.’s, service area to the serv- 
ice area of Tennessee Valley Authority has been an unfavorable factor hanging 
over the securities of Kentucky Utilities Co. for many years. 

The experience of Kentucky Utilities Co. has been that it has never been able 
to attain a high rating on its debt securities even though the growth factor 
within the territory, statistical and financial formulas, management appraisals, 
etc., are favorable. Representatives of rating agencies indicate that the possi- 
bility of invasion by Government-owned systems keeps our securities from 
higher rating. 
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I have a table here showing comparisons that point up the pressure that 
Kentucky Utilities Co.’s money cost is under: 


Comparison of financial information of Kentucky Utilities Co. and subsidiary, 
: with 2 other nearby companies 


Kentucky Central 
Utilities Co. Illinois 
and subsidi- Public 

ary Service 


52.7 
12.8 
34.5 


>& | REE 


Common stock statistics: 
1959 earnings per share 
Annual dividend 
Market price, Jan. 30, 1959-- 
Yield (percent) 
Price earning ratio 
Book value per share 
Price times book 


-B.Zee 
w8SBR 


BR 


2.13 


We have received many calls from investors, security analysts, brokers, and 
and dealers in securities concerning the implications of this bill. 

Already the market value of our common stock has suffered. Kentucky 
Utilities Co. and subsidiary for the 12 months ended April 30, 1959, show earn- 
ings per common share of $2.55. The market price was, on June 2, $35.50 bid. 
This is only 13.9 times earnings. The average price earnings ratio for 118 
operating utilities in May was 17.9 times earnings. It is my opinion that if it 
were not for H.R. 3460 our shares would be selling on the market for at least 
16 times earnings today, which would make a market price of $40% ($2.55 
times 16), thus a $5.25 market depression in our common stock alone. There 
are 2,683,796 shares in the hands of the public today, so the loss in market 
value to the 22,000 stockholders is approximately $14 million. 

Consider the problem, if you will, of marketing new securities—if this is the 
kind of thing that can happen to an investor. 

If H.R. 3460 becomes a law in its present form, there is no doubt but that 
the securities of Kentucky Utilities Co. will be under still further pressure 
because of the increased threat of public power, and therefore the cost of money 
to carry on the operation of Kentucky Utilities Co. will be increased. 


OWNERSHIP OF STOCK IN KENTUCKY 


Seven thousand three hundred and twenty Kentuckians own 1,002,722 shares 
of Kentucky Utilities Co. common stock. This is 37.3 percent of the issue. 
Three thousand five hundred Kentuckians own 111,499 shares of Kentucky Util- 
ities 434-percent preferred stock. This is 56 percent of the issue. These shares 
have a current market value of approximately $48 million. 

Kentucky Utilities Co.’s first mortgage bonds, of which there are $74% mil- 
lion outstanding, are owned by life insurance companies, pension funds, etc., 
in which thousands of Kentuckians have a direct interest. 


STATUS OF NEGOTIATIONS BY THE THREE CITIES IN KENTUCKY AND A MUNICIPAL 
SYSTEM IN TENNESSEE TO PURCHASE OUR DISTRIBUTION SYSTEM 


Paducah situation 


On March 10, 1959, the city of Paducah created an electric plant board and 
by letter of March 11, 1959, notified our company of its desire to acquire the 
electric property of Kentucky Utilities in the city under the provisions of the 
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electric franchise held by us. The franchise sets out the method by which 
the valuation of the property is to be determined. If no agreement can be 
reached by negotiations, then each party is to appoint an appraiser, and should 
these two appraisers not agree on a value, then a third appraised shall be 
appointed by the Federal judge. An agreement of any two appraisers upon 
the value of the property, in accordance with the formula set out in the fran- 
chise, is binding upon the company as to the price at which it must sell its 
yroperty. 
The engineering report of Burns & McDonnell to the city of Paducah con- 
tained four possible methods of power supply to the city. They were: 
(1) Buy all power from TVA. 
(2) Construct own generating plant with sufficient reserve capacity. 
(3) Construct own generating plant and purchase reserve capacity from 
TVA. 
(4) Purchase power from Kentucky Utilities Co. 
Good faith negotiations are now in progress between the city of Paducah plant 
board and the company to see if an agreement can be reached, and they are now 
considering a proposal to purchase power from our company. 


Glasgow situation 

In January 1958 the city of Glasgow created an electric plant board and noti- 
fied the company of its desire to acquire the electric property of the company in 
that city. The company and the city, in compliance with applicable statutory 
provisions, each appointed an appraiser whose duty it is to determine the value 
of the company’s property in the city. The two appraisers, not having agreed 
on the value, a third appraiser was appointed by the Governor of Kentucky 
on April 4, 1959, in an effort to set a value by agreement of two of the three 
appraisers. As of this date the appraisers have not reached an agreement. As 
previously stated, they now apparently contemplate purchasing power from our 
company. 

It is understood that the feasibility study of the engineer for the city of 
Glasgow was made on the basis of purchasing power from the Kentucky Utili- 
ties Co. 


Princeton situation 

In August 1958 the city of Princeton created an electric plant board and notified 
the company: of its. desire to acquire the electric property of the company in that 
city. The company and the city, in compliance with applicable statutory pro- 
visions, each appointed an appraiser whose duty it is to determine the value 
of the company’s property in the city. The two appraisers, not having agreed 
on the value, a third appraiser was appointed by the Governor of Kentucky 
on April 4, 1959, in an effort to set a value by agreement of two of the three 
appraisers. As of this date the appraisers have not reached an agreement. 

None of hte towns in Kentucky, as far as we know, has any contract for or 
promise of TVA power. 


South Fulton situation 

Although a neighboring municipal electric system has been granted a fran- 
chise, which system has given company notice “that we expect to begin construc- 
tion immediately of our own distribution facilities in South Fulton,” it has 
since that time offered to pay a higher price for our property than their first 
offer. No action has been taken lately by this municipality, apparently waiting 
for the outcome of the TVA Bill. 

Fulton, Ky., and South Fulton, Tenn., share a common main street—“State 
Line Street.” These two towns are one community. To divide them with two 
electric systems will pose many problems. 


42058—59— —14 
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A summary of information as to the company operation in these cities is as 
follows: 


Electric customers Income tax 
a Federal and 
° State 
Population Revenue | figured at 
inside cities} approxi- 
Inside city | Adjacent | only 1959 mately 
21 cents 
per dollar 
revenue 


Princeton 


4,580 | 2,720, 200 571, 242 
40 116, 600 24, 486 


In Kentucky 
South Fulton, Tenn. 


—_ served by Kentucky Utilities 


82 | 88) 228 


s1or 
RN 


4, 620 
22, 268 


Paducah franchise situation 


At this time I would also like to present the facts with respect to the 
KU-Paducah controversy : 

Reference is made to the statement of the Honorable Clifford Davis, reported 
at pages 227-228 of the report of the March 10 and 11, 1959, hearings, with 
respect to the memorandum given to him by the Honorable Frank A. Stubblefield. 

Since Mr. Stubblefield had no firsthand information about the subject matter 
of the memorandum, it is not surprising that the memorandum presents an 
essentially inaccurate account of the controversy between the city of Paducah 
and the company with respect to the city’s attempt to acquire the company’s 
property. Had a copy of Mr. Stubblefield’s memorandum been available to me, 
being present at the time of that hearing, the inaccuracies in the statement 
would have been corrected at the time. References in the memorandum pre- 
sented by Mr. Stubblefield to the company’s “disavowal of its solemn contract 
obligations,” and to a position of the company which could not be “conscien- 
tiously defended,” and to the interposition by the company of “every possible 
legal obstruction” were obviously made by Mr. Stubblefield’s informant for the 
purpose of influencing opinion rather than for stating facts. 

All proceedings with respect to the KU-Paducah controversy are matters of 
record in the city clerk’s office at Paducah, in the McCracken County circuit 
clerk’s office, and in the office of the clerk of the Court of Appeals of Kentucky. 

Paducah has power to acquire and own an electric system only because of 
statutes enacted by the Legislature of Kentucky. It had such power in 1940, 
when a franchise was granted to the company in which the city reserved the 
right, in accordance with detailed proceedings set out in the franchise, to 
purchase the company’s electric system within the city. In 1942, the Legislature 
of Kentucky changed the statutes which theretofore had authorized a city of 
Paducah’s class to acquire an electric system and provided in the new law 
that its provisions “are intended to be the complete law of this State with 
respect to municipalities acquiring electric plants after June 1, 1942,” and that 
“all laws and parts of laws in conflict herewith to the extent of such conflict 
hereby are repealed.” The new statute, by its terms, further required that 
any municipality thereafter desiring to acquire an electric plant could do so 
if, in an ordinance adopted by the city authorizing the acquisition of the plant, 
it is expressly provided that “the municipality accepts and agrees to all of the 
provisions” of the new statute. 

In November 1944, the city, without complying with the provisions of the 
new statute, initiated proceedings to acquire the company’s property pursuant 
to the provisions of the franchise and named an appraiser to represent the 
city as provided in the terms of the franchise. The company took the position 
that the statute had superseded the franchise provisions and, further, that the 
appraiser, a man who had been employed by the city on numerous occasions, 
was not an impartial person. The city brought a lawsuit to force the company 
to appoint an appraiser. The trial court entered an order, affirmed by the 
appellate court, which required the company to appoint an appraiser, the courts 
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holding, contrary to the opinion of counsel for the company, that the provisions 
of the franchise ordinance with respect to the proceedings to acquire the 
property remained effective, notwithstanding the express language of the statute. 
The courts further held that the past employment by the city of the appraiser 
named by it would not disqualify him from acting. 

The company forthwith appointed an appraiser to work with the appraiser 
appointed by the city. 

After working together for some time, the appraisers in 1948 addressed joint 
letters to the company and the city which, although expressing their agree- 
ment as to some matters, stated specifically that they had not agreed upon the 
price levels, i.e., the dates of prices which should prevail, and requested a con- 
ference between the parties. The city thereupon arbitrarily seized upon a 
statement of the appraisers with respect to the appraisal of certain facilities as of 
1945, a date 3 years prior to the date of the letter, as being a valuation fixed by 
the appraisers; adopted an ordinance seeking to submit to the voters the ques- 
tion of issuing bonds based upon such valuation; and brought a lawsuit to 
obtain a judgment to the effect that such valuation was final. These steps were 
taken in spite of the fact that the appraisers in their letters had stated that 
they were not in agreement. Actually, as established in the litigation, the ap- 
praisers had included in the work they had done valuation of properties which 
were located outside the city; had omitted the valuation of some property 
inside the city; and had failed to separate the valuations so as to clearly show 
the value of the property inside the city as compared to the value of the prop- 
erty outside the city. 

Necessarily, the city lost that lawsuit and both the trial court and the court of 
appeals held that the appraisers had not finished their work; that an ordinance, 
theretofore adopted, purporting to submit to the voters of Paducah the question 
of issuing bonds to acquire the property, was invalid; and directed that the 
appraisers be given time to finish their work. 

After losing that lawsuit, Paducah did not permit its appraiser to do any 
further work, and abandoned its efforts to acquire the property. The “legal 
obstruction” referred to in Mr. Stubblefield’s statement was the action on the 
part of the company in blocking the highly improper effort of the city to acquire 
the property at an inadequate valuation, the Court of Appeals of Kentucky 
holding that the appraisers had not agreed upon such valuation and that the 
value had to be determined as of a date reasonably near the time of such report 
as the appraisers should agree upon. 

The statutes of Kentucky expressly provide that any municipality, if au- 
thorized by a majority of the voters at an election, may issue revenue bonds to 
acquire an electric plant, and provide that if the owner of the existing distribu- 
tion system and the city cannot agree upon a price for the property, or if the 
value of such property as fixed by appraisers is not acceptable, then the munici- 
pality may acquire the existing distribution system by condemnation proceedings, 


MAP 


A map is attached as a part of this information showing the territory served 
by the company in Kentucky, Virginia, and Tennessee. Paducah, in the western 
part of the State, is definitely not within the existing TVA service area. Ken- 
tucky Utilities Co. also has served the towns of Hickman and Fulton for 42 years 
and Clinton for 33 years. These towns are in Hickman and Fulton Counties, 
which are bounded by the Mississippi River on the west and the State of Ten- 
nessee on the south; South Fulton, just across the State line, is another town 
we have served since 1917. Princeton is 50 miles due east of Paducah, and 
also not in the TVA service area. 

Glasgow, a city not in the TVA service area, is another 100 miles due east, 
and has been served by our company since 1917. 

I heard Hon. Carl Vinson, from Georgia, very ably present his amendment to 
the House Committee on Public Works to limit the service area of TVA as it 
existed on July 1, 1957. He made an eloquent plea on behalf of the people of 
Georgia and the Georgia Power Co. Many Congressmen appeared before that 
committee to express their agreement with Congressman Vinson’s views and 
to state that they approve of his amendment. 

The House Committee on Public Works accepted the Vinson amendment but 
added 12 lines as follows: ‘Nothing herein contained shall prevent the corpora- 
tion from continuing service to Dyersburg, Tennessee, and Covington, Tennes- 
see, or from entering into contracts to supply or from supplying power to the 
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cities of Paducah, Kentucky; Princeton, Kentucky; Glasgow, Kentucky; Chick- 
amauga, Georgia; Ringgold, Georgia; and South Fulton, Tennessee; or agen- 
cies thereof”, etc. 

As I understand the situation at Dyersburg and Covington, Tenn., the munici- 
palities are now receiving power from TVA but were not on July 1, 1957. 

Of the remaining six towns mentioned, four are served at retail by the Ken- 
tucky Utilities Co. and two by the Georgia Power Co. The 1950 population of 
these six towns was 50,299. Ninety-four percent of this population is in the 
four towns served by the Kentucky Utilities Co. : 






1960 ee 
tion, U.8. 
census 


Percent 
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Kentucky Utilities Co. has served three of these towns for 42 years and one 
for 33 years. The company has been in existence for 47 years. 

I respectfully request that this committee give serious consideration to the 
deletion of the language added to the Vinson amendment by the House commit- 
tee with reference to exception of South Fulton and the cities outside of Ten- 


nessee. 

Senator Coorrr. I appreciate very much your statement. I will 
certainly read your prepared statement with interest. 

As I understand, you have said that if certain cities and communi- 
ties should be placed in the bill, that other communities in Kentucky 
ought to have the same right. 

It is a fact—and one that obtained long before I came to the Sen- 
ate—that several Kentucky cities have been served and are now be- 
ing served by the TVA and there are rural electric cooperatives in 
Kentucky that are now being served by the TVA. 

Let me ask if the Kentucky Utilities is purchasing power from the 
Tennessee Valley Authority? I do not speak now of an exchange 
power arrangement, but do you purchase any power to supply the 
primary needs of any of your customers? 

Mr. Wart. No, sir; except, Senator, similar to the exchange basis 
like Mr. Cook explained to you this morning. 

Senator Cooper. Your arrangements with the TVA are all in the 
nature of exchange power ¢ 

Mr. Watt. No firm purchases whatever. 

Senator Coorer. Would you mind filing with the committee a state- 
ment showing the volume of power supplied Kentucky Utilities by 
the TVA and, conversely, the volume of power supplied to the TVA 
by the Kentucky Utilities, say, over the past 5 years? 

Mr. Warr. We will do that. 
(The information is as follows :) 
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_ Senator Cooper. I do not know whether you are familiar with these 
situations. I will speak first of the exchange power arrangement with 
the Eastern Kentucky Rural Electric Cooperative which, as we know, 
is a cooperative—a distributing cooperative— 

Mr. Warr. Yes. 

Senator Coorrr. It is, rather, a generating and distributing coopera- 
tive. As I understand it, Eastern Rureal Electric Cooperative, also, 
has an exchange power agreement with the TVA ? 

Mr. Warr. Yes. 

Senator Coorrr. As well as one with Kentucky Utilities? 

Mr. Wart. Yes. 

Senator Coorrr. But that the greater part of the mutual exchange 
needs are made available over Kentucky Utilities transmission lines? 

Mr. Warr. Their system and our system is integrated. 

Senator Coorrer. They are all integrated ? 

Mr. Warr. Yes. 

Senator Coorrer. This is a hypothetical question, but it applies to 
your contract with the Eastern Electric Rural Cooperative. Assume 
for some reason that the contract should not be renewed, would there 
be any problem, under the House bill so far as the Eastern Kentucky 
Rural Electric Cooperative is concerned about securing proper ex- 
change power arrangements; that is, needed exchange of power with 
TVA? 

Mr. Warr. That is a question that I cannot answer abruptly. I 
would say this, their connection with TVA, and their connection with 
our system, would, necessarily, have to be renegotiated at the termina- 
tion of this present contract. 

Senator Cooper. I will refer to the House bill, the so-called service 
limitation provision which has this exception, “except when eco- 
nomically feasible for exchange power arrangements with other utility 
systems with which the corporation has such agreements on said date.” 

Do you have arrangements with Eastern Electric Cooperative for 
exchange of power, and do you also transmit exchange power from the 
TVA over your lines to the Eastern Kentucky Cooperative ? 

In the event at some time in the future your company and Eastern 
Kentucky Rural Electric Cooperative should decide not to renew 
the contract, would you consider that the exception which I have just 
read would permit Eastern Kentucky Electric Cooperative to then 
make arrangements with the TVA, including necessary transmission 
lines to supply its exchange power needs? 

Mr. Warr. As I understand, Senator, I think they would. 

Senator Cooper. What is that? 

Mr. Warr. Ithinkit would. That is my understanding. 

Senator Coorrr. You think it would ? 

Mr. Warr. Yes. 

Senator Cooper. You have referred to the testimony of Mr. Stewart, 
who is the manager of the Rural Electric Cooperative in Bowling 
Green. I also heard him testify. 

As I understand his situation, the situation of the co-op he repre- 
sents, it is this, that TVA furnishes power directly to that particu- 
lar cooperative. 

Mr. Warr. That is my understanding. 
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Senator Coorrr. Power is transmitted by the transmission lines of 
TVA and some lines of the Kentucky Utilities to his co-op ? 

Mr. Warr. Yes. 5 

Senator Cooper. Again, for some reason, if Kentucky Utilities and 
this particular co-op or any co-op similarly situated, did not want 
to renew their contract, would you consider that the exception in the 
bill which I have read would not limit such a co-op from making 
arrangements with TVA for needed exchange power ? 

Mr. Warr. Senator, it is my understanding that was the intent. 

Mr. Cooper. Sir? 

Mr. Warr. It is my understanding that is the intent of that pro- 
vision in the bill. Just how it will work, I do not know. 

Senator Cooper. And in providing necessary transmission lines to 
make TV A exchange power available / 

Mr. Warr. I do not know that Kentucky Utilities have any way, 
except through the regulatory bodies of our State, to have anything 
much to say about it, or those things. 

Senator Cooper. You referred to the city of Monticello. As I un- 
derstood your statement, it was to the effect that Monticello is not in 
the Kentucky Utilities system. 

Mr. Warr. It buys from our system wholesale. 

Senator Coorrr. I thought that I understood you to say that Monti- 
cello is not in the Kentucky Utilities system; is that correct? 

Mr. Warr. What I meant to say is that it was not in our distri- 
bution system. It is tacked onto our transmission system for its 
power supply. 

Senator Cooper. And it is correct, as was testified yesterday by Mr. 
Duncan, that you have a contract with Monticello which is terminable 
at will by either party ? 

Mr. Warr. Originally, it was terminable at the end of any year. 
Just what the status is now, I am unable to say. 

Senator Coorrer. Thank you very much. 

Senator Kerr. Thank you, Mr. Watt. 

Mr. Warr. Thank you. 

Senator Kerr. The Chair has just been handed a letter from Gen. 
Herbert D. Vogel inviting the members of this committee to visit the 
TVA. I would like for the clerk to make copies of it so that each 
member of the committee may have one. 

Next is Mr. Harllee Branch, Jr., president of the Southern Co., 
Atlanta. He was introduced by Senator Talmadge, for whom we 
have high regard and deep affection. 

Mr. Brancu. I appreciated Senator Talmadge taking the time to 
introduce me. I hope that I may be worthy of the nice things he said 
about me. 

Senator Kerr. You may proceed. 


STATEMENT OF HARLLEE BRANCH, JR., PRESIDENT, THE 
SOUTHERN CO., ATLANTA, GA. 


Mr. Brancu. Mr. Chairman and members of the committee, I am 
grateful for the mney say a few words regarding S. 931 and 
nd 


H.R. 3460, the two TVA 


] nancing measures now under con- 
sideration by this committee. 
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My name is Harllee Branch, Jr. 

As Senator Talmadge indicated in his introduction, I am a resi- 
dent of Atlanta, Ga., and I have lived there all of my life. 

I became president of the Southern Co. on January 1, 1957, after 
serving for a number of years as president of one of its operating 
affiliates, the Georgia Power Co. Our other affiliated companies are 
the Alabama, Gulf, and Mississippi Power companies. 

The president of the Gulf Power Co., Mr. Lansing T. Smith, Jr., 
was here yesterday, and today was required, on account of the hospi- 
talization of his wife, to take a plane at 2 o'clock this afternoon back 
to Pensacola, Fla., and I should like to offer for the record a two- 
page statement that he would like to have filed in his behalf. 

Senator Kerr. It may be offered and it will appear in the record. 

Mr. Brancu. And I should like to offer a copy of my detailed 
statement for the record, for I do intend to interpolate and I hope to 
add brevity to that written statement. 

The affiliated companies of the Southern Co. have operated an 
interconnected electric power system for over a quarter of a century 
and today serve more than 2 million customers in a 120,000 square 
mile service area in the States of Alabama, Georgia, Florida, and 
Mississippi. We employ more than 12,000 persons and the present 
value of our generation, transmission, and distribution facilities is 
considerably in excess of a billion dollars. This vast investment has 
been contributed by more than 145,000 common and preferred stock- 
holders residing in every State of the Union, and indirectly by mil- 
lions of other Americans whose savings entrusted to insurance com- 
panies and other financial institutions have been used to purchase 
the bonds of our companies. 

Every member of this committee, and of the Congress, has among 
his constituents numerous investors in our enterprise. It is for them, 
as well as our customers and employees, that I appear before the 
committee today. 

There are few, if any, businesses in our four-State territory which 
have invested quite so heavily in plant facilities, or created quite so 
many job opportunities, or contributed so substantially to essential 
public services as our companies. Our properties as well as our in- 
come are subject to local, State, and Federal taxation, and in 1958 
alone we set aside more than $58 million for taxes. This represented 
over 21 cents of every dollar we collected in electric revenues. In 
recent years a larger portion of our revenues has been consumed by 
taxes than has gone dies to our owners or our employees. 

In addition, our system companies have spent millions of dollars 
to promote the economic, industrial, and cultural development of 
their service areas, and have been repeatedly praised by State legis- 
latures, town and city councils, and other governmental and non- 
governmental agencies for their civic interest and leadership. 

It is against this background of useful corporate citizenship that 
I appear before you today. 

should say in all candor to members of this committee that during 
my — before the House committee earlier this year, I ques- 
tioned the wisdom of revenuebond financing for any Federal corpora- 
tion or agency. I pointed out the disturbing impact, which revenue 
bond financing has had in many of the States, including my own. My 
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remarks were but the echo of warnings against such extrabudgetary 
financing, expressed over the years by many distinguished Members 
of the Senate and House, including our own revered former Senator, 
Walter F. George, Senator Harry Byrd, and others. 

But the question of how TVA is to be financed is a matter to be 
determined by the legislative and executive branches of the Govern- 
ment in fulfillment of their responsibility for the overall fiscal sound- 
ness of the Nation. I do not consider that my associates and I have 
any greater or different interest in that aspect of the proposed legisla- 
tion than any other citizen. 

On the other hand, there are certain features of the TVA financing 
bills which are of special and direct immediate concern to us, and 
these I should like to discuss in the limited time available to me today. 

Our first and greatest concern, regardless of the intention of its 
sponsors, is that these bills could easily become the vehicle for further 
encroachments upon our territory by Government-financed, and tax- 
favored power organizations. 

Senator Kerr. May I interrupt there to make one position clear. 
There is no territorial limitation provision in the present law. 

Mr. Brancu. That is correct. 

Senator Kerr. And I know of no men on this committee or in the 
Congress who have made any effort whatever—and no effort has 
been made by me—to put provisions in one of these bills to expand 
the service area of the TVA. Every effort that has been made has 
been in the knowledge, first, that presently there is no legislative 
limit on the service area and, secondly, that in justice and fairness 
there should be, and it has been, to achieve that, that every effort 
that I know of that has been made by any member of this com- 
mittee has been directed toward it. 

Mr. Brancu. Senator Kerr, I have that assurance, not only at the 
moment from you, but I have had that assurance over the period of 
several years that this matter has been under discusison, not only 
by your colleagues, the members of this committee, but your colleagues 
in the Senate and in the House. 

I am confident, fully confident, that that is true. I would point 
out that while there has been no provision in the TVA law as it 
exists today which gives any assurance against territorial expansion 
of that agency, there has been a gentleman’s agreement, which I pro- 
pose to refer to in just a moment which has served that effect, but 
which with the passage of this bill without some specific reassur- 
ance, generally would be considered to be no longer effective. 

Senator Kerr. The thing that I would like to have you and every 
other witness know, first, that your suggestions in this matter are 
welcome. 

Mr. Brancu. I feel that way. 

Senator Kerr. I have been persuaded that there have been witnesses 
here that have felt that it was the purpose of this committee—of 
more than one of the authors of this bill—to provide a vehicle for 
expansion of the service area, when just the contrary has been true. 
So that as they have indicated their opinion it would seem to me 
that their action has been either uncomplimentary, either through 
their own understanding or to the ability of the members of the com- 
mittee who have strived to seek the objective mentioned or of the 
purpose of the members of the committee. 
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I make this statement only in order that you may know what the 
purpose and the intent of the authors of this legislation are. 

r. Brancu. I have felt from the beginning that that was the 
purpose, and that is why I prefaced my remarks on this subject by 
speaking of the good intentions and purposes. 

Let me point this out to you. And this, I believe, as others I have 
heard this morning testifying had in mind as I do, that is, that you 
are dealing with what I know to be the most complicated, the most 
nebulous, the most difficult to grasp and fully and comprehendingly 
cover any subject I know of. 

This committee should not feel any intimation of criticism when we 
talk about what the language of the original territorial limitation 
might imply, for I tell you that members of the utility industry, my- 
self included, as we have studied that language, have come to realize 
there were implications in it which did not even occur to us on the first 
reading. And that is because of highly specialized and complicated 
situations which no man in the electric industry fully understands 
unless he is right there and has it in his own territory and which, 
therefore, no Member of the Senate, or of the Congress, should be 
expected to understand until they are pointed out. 

My remarks have no reference, sir, to your good intentions which 
I have always had in mind that you have, and all of your colleagues, 
but were intended to point out how the best intended language in this 
regard can result in an unintended effect. 

hope I make that clear because it is the furtherest thing from my 
thoughts to imply any such criticism. 

Senator Kerr. We want constructive criticism and we welcome it. 


And we do not run either from unconstructive criticism. But so far 
as I am concerned, I never knowingly whipped a willing horse. 

Mr. Brancn. Thank you. I hope that we do not start that. 

What I was about to say, and I am delighted you gave me this oppor- 
tunity for digression and for restatement of my position—fits into the 
obvious intention that the committee has had. 

So long as our companies continue to provide dependable, efficient 


supply of electricity under regulated rates, in the areas that we have 


historically served, so long as they fulfill all obligations legally im- 


posed upon them as utilities, and so long as they continue to prove 
themselves worthy corporate citizens, they are entitled to be protected 
from Government competition. 

The amended H.R. 3460—as has been pointed out by earlier wit- 
nesses—limts TVA substantially to its present service area, but permits 
it to expand it facilities, as necessary, to meet the enlarged power de- 
mands of its existing territory. While this provision in the House bill 
does not entirely protect our companies, and some other adjacent utili- 
ties, such as Kentucky Utilities, nevertheless it provides a measure 
of territorial safeguard without frustrating any of the legitimate aims 
of TVA. In my opinion, the protection afforded by H.R. 3460 is 
the minimum which the neighboring utilities are entitled to. There 
is no such effective limitation in S. 931. 

As now written, S. 931 would permit TVA to use its existing facili- 
ties, as well as any new facilities which it might construct or acquire, 
other than those financed by revenue bonds, to extend without limita- 
tion its operations beyond its present service area and into territory 
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now being served by investor-owned, regulated, and taxpaying 
utilities. I do not regard, regardless of the purposes and intentions 
of the sponsors, that there is any such effective limitation in S. 931, and 
I would like to point out why I think that. 

While there is some language in S. 931 which might seem to con- 
stitute a territorial limitation with respect to new facilities financed 
by revenue bonds or power revenues, this protection is illusory. In- 
stead of confining TVA to its existing service area, the language 
actually can be twisted into an open invitation for the Authority to 
substantially expand its facilities and its territory into some 25,000 
square miles of additional territory not previously served by the 
Authority. 

This is a matter of grave concern to us for our service area lies 
immediately adjacent to that of the Tennessee Valley Authority. 
Some of the largest and most important communities served by our 
companies—Anniston, Birmingham, and Gadsden, Ala.; Rome, Ga.; 
and Meridian, Miss.; are included in this area of possible expansion 
permitted by S. 931. 

Within the additional territory in Alabama which the bill would 
specifically permit TVA to serve, is located more than 40 percent of 
Alabama Power Co.’s present total customers and electric load. In 
1957 that company derived 40.3 percent of its total electric revenues 
from this territory. A similar threat, different only in degree, would 
be posed for our system companies and other electric utilities serving 
in other States adjacent tothe TVA territory. 

As I have pointed out, in responding to the chairman’s question, 
there was no specific territorial limitation in the original TVA Act. 

Following the sale to TVA of the Tennessee Electric Power Co. 
in 1939 there were other purchases of properties and territory from 
our Alabama, Georgia, and Mississippi companies in both 1939 and 
1940, referred to by Senator Stennis this morning, which were sold 
under the competitive threat of this situation at approximately 55 
cents on the dollar of their original cost. They were purchased not 
only by the TVA itself in some instances, but by municipal and 
cooperative systems supplied by the Tennessee Valley Authority. 

At the conclusion of these transactions, the officials of TVA pub- 
licly announced that with these acquisitions the Authority’s intended 
service area was complete, and that further expansion was deemed 
impractical. Except for this assurance I doubt that our companies 
and other adjacent utilities could have raised the hundreds of mil- 
lions of dollars which have been required to provide adequate and 
dependable power for their customers in their respective service areas. 

Insofar as our companies are concerned, the assurance given by the 
TVA in 1939 and 1940 has been scrupulously and honestly observed. 
It is my judgment, however, that the language of S. 931—regardless 
again of the intentions—will seriously disturb, if not invalidate, the 
“gentleman’s agreement” which has existed between us and TVA 
for almost two decades. Any disturbance of this longstanding ar- 
rangement would produce great uncertainty and uneasiness among 
investors of such magnitude as to seriously jeopardize our companies’ 
ability to finance, except at exorbitant costs, the new facilities which 
will be required to meet our utility obligations to the customers in our 
service area. Our present construction program calls for an ex- 
penditure in the 3-year period 1959-61 of more than $500 million. 
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The introduction of this legislation in the Congress has already 

roduced uneasiness among many existing and potential investors 
in the securities of utility companies bordering on the TVA territory. 
In the past few months we have received a number of telephone calls 
and letters from our shareholders, some of them having large invest- 
ments in our securities, expressing concern over the possibility that 
this legislation might threaten the stability and value of their invest- 
ments. You do not have to rely upon my word for this. Any respon- 
sible investment counselor will tell you of the reactions which have 
occurred following the introduction of this legislation. 

In my appearance before the House Committee on Public Works 
last March, I outlined the facts which I have set forth here today 
and urgently requested that the investor-owned public utilities on 
the periphery of TVA who are rendering good, dependable electric 
service at fair and reasonable rates be given the protection to which 
they are entitled in the form of a definite limitation upon the service 
area of the Authority. I was gratified by the action of the commit- 
tee, and subsequently of the House as a whole, in its adoption of the 
so-called Vinson amendment which provided that minimum protection 
which we felt that we justly deserved. In your consideration of 
S. 931 and H.R. 3460, I again urgently request that if it is your desire 
and determination to finance the future operations of the Tennessee 
Valley Authority by means of revenue bonds, that you also incor- 
porate the provisions of the Vinson amendment, or similar language, 
in any legislation which you may approve. <A definite limitation 
upon the area of operations of the TVA cannot possibly harm the 
Authority and will serve as a badly needed reassurance to the investing 
public without whose continued support and confidence our investor- 
owned utilities on the perimeter of TVA cannot possibly hope to meet 
the increasing power demands of their customers, as was pointed out 
here this morning. 

Spokesmen for the Tennessee Valley Authority have repeatedly 
asserted that the Authority does not desire to expand either its serv- 
ice area or to assume responsibility for the supply of new customers 
outside its present service area other than those with whom they have 
existing contracts. I believe this to be a true statement of the Au- 
thority’s intentions and earnestly ask that. such a statement be in- 
cluded in the legislation you are considering here today. 

Now, Mr. Chairman, as an addendum. 

I was not present yesterday when representatives, I believe, of the 

Bureau of the Budget testified, but I have seen briefly this morning 
a copy of two proposed power service area limitation amendments 
that I understand were suggested by the Bureau of the Budget repre- 
sentatives on yesterday. 
_ And again, without any intention by innuendo or otherwise to 
impute the intentions of anyone, I should like to say to you in all 
candor that these two provisions are, in my humble judgment, un- 
necessary and exceedingly dangerous to the peripheral utilities. 

One of those proposed amendments provides for the making of an 
additional exception so as to permit service by the TVA to power- 
generating organizations when found to be economically feasible 
and to obtain mutual operating economies. 
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That was intended, according to the spokesman, to make possible 
an interconnection or possible enlargement and extension of inter- 
connection with the Aluminum Co. of America and others. ; 

Senator Ranpotpn. I will ask you to point out the page to which 
you make reference. 

Mr. Brancn. It is language that I am making reference to, Senator 
Randolph, contained in the testimony or the statement filed yesterday 
by Mr. Staats. 7 

Senator Ranpotru. Yes, I heard the testimony. 

Senator Kerr. Where is it found? 

Mr. Brancu. It is found at the bottom of page 1 of his statement. 
He is proposing an amendment there. So it is not in the bill. 

Senator Ranpoupn. I understand that. He is proposing an amend- 
ment—— 

Senator Kerr. It is at the bottom of page 1. 

Mr. Brancu. At the bottom of page 1 of his statement. And the 
additional language is in the middle of page 2 of his statement. 

Senator Kerr. It was in his statement. 

Senator Ranpoiru. Yes. 

He has an attachment A to his statement where he specifically sets 
forth certain amendments. 

Mr. Brancu. Yes. I notice it there. I have not had a chance to 
read that. I see on his attachment the language I refer to is the in- 
tended and quoted material contained in the first two paragraphs of 
attachment A. 

Senator Ranpotrx. That is what I was referring to, sir. 

Mr. Brancu. I did not understand. 

Senator Ranvotpu. I wondered if you were going into that subject. 

Mr. Brancu. Insofar as the service to or the supply of power to any 
such organization as the Aluminum Co. of America which may be 
within the present territory of the TVA, there is no inhibition in the 
Vinson amendment or the House bill with that amendment which 
would prevent the same, in my opinion. 

Insofar as a power generating organization which may be located 
outside the territory, it seems to me wholly inappropriate for such 
permission to be granted. I have said that it is exceedingly danger- 
ous, and I am sure that this was not apprehended by those who drafted 
that language for submission to the Bureau of the Budget. 

I will illustrate. There is in southeast Alabama, many miles away 
from the present service area of the TVA, a steam electric generating 
plant owned by the Alabama Electric Cooperative. There are now 
proposed steam electric generating L per to be constructed by other 
cooperatives—one in Mississippi, and others in the southern periphery 
and, perhaps, in the north and eastern peripheries of the TVA. 

This language would permit TVA interconnection with any such 
power generating agency, notwithstanding the plant in Alabama has 
fully available to it at this time backup energy by the Alabama Power 
Co. It would permit, on a mere showing of economic feasibility, the 
extension of lines for that interconnection. 

History will recall and has recalled that with any such inter- 
connection the demands for enlargement of the service from that line 
is not only inevitable, but it almost irresistible. I would point that 
out. 
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The other language change suggested by the Bureau of the Budget 
was the inclusion, in place of “Department of Defense or any agency 
thereof,” substitution of the words “United States or agencies there- 
of.” 


I do not know how many agencies of the U.S. Government there are 
today, but it is inconceivable to me that any one of the thousands of such 
agencies could be without the need for electric power, and I know of 
none that is not presently receiving it, nearly all of them under 
regulated rates from taxpaying utilities. 

If you put that language in this bill, it would permit—thoug)h 
reference was specifically made to the Atomic Energy Commission— 
it would specifically permit interconnections with many others. 

For example, in our territory we have a Federal penitentiary in 
Atlanta, our main headquarters city, and military installations and 
others who are today receiving electricity from companies who con- 
tribute in taxes to their support under both State and Federal regula- 
tion. I hope that such a language as that, the breadth of which I am 
sure was not comprehended by its proponents, will not be written into 
this bill. 

Tam very grateful to you, sir. 

Senator Kerr. Thank you. 

(The statements referred to follow :) 


STATEMENT OF HARLLEE BRANCH, JR., OF ATLANTA, GA., PRESIDENT OF THE 
SOUTHERN Co. 


Mr. Chairman and members of the committee, I am grateful for the opportu- 
nity to say a few words regarding S. 981 and H.R. 3460, the two TVA bond- 
financing measures now under consideration by this committee. 

My name is Harllee Branch, Jr. I became president of the Southern Co. on 
January 1, 1957, after serving for a number of years as president of one of its 
operating affiliates, the Georgia Power Co. Our other affiliated companies are 
the Alabama, Gulf, and Mississippi power companies. 

The affiliated companies of the Southern Co. have operated an interconnected 
electric power system for over a quarter of a century and today serve more than 
2 million customers in a 120,000 square mile service area in the States of Ala- 
bama, Georgia, Florida, and Mississippi. We employ more than 12,000 persons 
and the present value of our generation, transmission, and distribution facilities 
is considerably in excess of a billion dollars. This vast investment has been con- 
tributed by more than 145,000 common and preferred stockholders residing in 
every State of the Union, and indirectly by millions of other Americans whose 
savings entrusted to insurance companies and other financial institutions have 
been used to purchase the bonds of our companies. 

Every member of this committee, and of the Congress, has among his con- 
stituents numerous investors in our enterprise. 

There are few, if any, businesses in our four-State territory which have in- 
vested quite so heavily in plant facilities, or created quite so many job oppor- 
tunities, or cvontributed so substantially to essential public services as our com- 
panies. Our properties as well as our income are subject to local, State, and 
Federal taxation, and in 1958 alone we set aside more than $58 million for taxes. 
This represented over 21 cents of every dollar we collected in electric revenues. 
In recent years a larger portion of our revenues has been consumed by taxes than 
has gone either to our owners or our employees. 

In addition, our system companies have spent millions of dollars to promote 
the economic, industrial, and cultural development of their service areas, and 
have been repeatedly praised by State legislatures, town and city councils, and 
other governmental and nongovernmental agencies for their civic interest and 
leadership. 

It is against this background of useful corporate citizenship that I appear 
before you today. 

In my appearance before the House committee, I questioned the wisdom of 
revenue bond financing for any Federal corporation or agency. I pointed out 
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the disturbing impact, which revenue bond financing has had in many of the 
States, including my own. My remarks were but the echo of warnings against 
such extrabudgetary financing, expressed over the years by many distinguished 
Members of the Senate and House. 

But the question of how TVA is to be financed is a matter to be determined 
by the legislative and executive branches of the Government in fulfillment of 
their responsibility for the overall fiscal soundness of the Nation. I do not 
consider that my associates and I have any greater or different interest in that 
aspect of the proposed legislation than any other citizen. 

On the other hand, there are certain features of the TVA financing bills 
which are of special and direct immediate concern to us, and these I should 
like to discuss in the limited time available to me today. 

Our first and greatest concern, regardless of the intention of its sponsors, is 
that these bills could easily become the vehicle for further encroachments upon 
our territory by Government-financed, and tax-favored power organizations. 
So long as our companies continue to provide dependable, efficient supply of elec- 
tricity under regulated rates, in the areas that we have historically served—so 
long as they fulfill all obligations legally imposed upon them as utilities—and so 
long as they continue to prove themselves worthy corporate citizens—they are 
entitled to be protected from Government competition. 

The amended H.R. 3460 limits TVA substantially to its present service area, 
but permits it to expand its facilities, as necessary, to meet the enlatged power 
demands of its existing territory. While this provision in the House bill does not 
entirely protect our companies, and some other adjacent utilities, nevertheless 
it provides a measure of territorial safeguard without frustrating any of the 
legitimate aims of TVA. In my opinion, the protection afforded by H.R. 3460 
is the minimum which the neighboring utilities are entitled to. There is no 
such effective limitation in 8.931. 

As now written, S. 931, would permit TVA to use its existing facilities, as 
well as any new facilities which it might construct or acquire, other than those 
financed by revenue bonds, to extend without limitation its operations beyonds 
its present service area and into territory now being served by investor-owned, 
regulated, and taxpaying utilities. 

While there is some language in S. 931 which might seem to constitute a ter- 
ritorial limitation with respect to new facilities financed by revenue bonds or 
power revenues, this protection is illusory. Instead of confining TVA to its ex- 
isting service area, the language actually be twisted into an open invitation for 
the Authority to substantially expand its facilities and its territory into some 
25,000 square miles of additional territory not previously served by the Au- 
thority. 

This is a matter of grave concern to us for our service area lies immediately 
adjacent to that of the Tennessee Valley Authority. Some of the largest and 
most important communities served by our companies—Anniston, Birmingham, 
and Gadsen, Ala.; Rome, Ga.; and Meridian, Miss.; are included in this area of 
possible expansion permitted by S. 931. 

Within the additional territory in Alabama which the bill would specifically 
permit TVA to serve, is located more than 40 percent of Alabama Power Co.’s 
present total customers and electric load. In 1957, that company derived 40.3 
percent of its total electric revenues from this territory. A similar threat, 
different only in degree, would be posed for our system companies and other 
electric utilities serving in other States adjacent to the TVA territory. 

Following the sale to TVA of the Tennessee Electric Power Co. in 1939 there 
were other purchases of properties and territory from our Alabama, Georgia, 
and Mississippi companies in both 1939 and 1940. These latter properties were 
purchased by TVA and municipal and cooperative systems supplied by the 
Authority. At the conclusion of these transactions, the officials of TVA publicly 
announced that with these acquisitions the Authority’s intended service area 
was complete, and that further expansion was deemed impractical. Except for 
this assurance I doubt that our companies and other adjacent utilities could 
have raised the hundreds of millions of dollars which have been required to 
provide adequate and dependable power for their customers in their respective 
service areas. 

Insofar as our companies are concerned, the assurance given by the TVA in 
1939 and 1940 has been scrupulously and honorably observed. It is my judgment, 
however, that the language of S. 931 will seriously disturb, if not invalidate, the 
“gentleman’s agreement” which has existed between us and TVA for almost two 
decades. Any disturbance of this longstanding arrangement would produce great 
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uncertainty and uneasiness among investors of such magnitude as to seriously 
jeopardize our companies’ ability to finance, except as exorbitant costs, the new 
facilities which will be required to meet our utility obligations to the customers 
in our service area. Our present construction program calls for an expenditure 
in the 3-year period 1959-61 of more than $500 million. 

The introduction of this legislation in the Congress has already produced 
uneasiness among many existing and potential investors in the securities of 
utility companies bordering on the TVA territory. In the past few months we 
have received a number of telephone calls and letters from our shareholders 
some of them having large investments in our securities—expressing concern 
over the possibility that this legislation might threaten the stability and value 
of their investments. You do not have to rely upon my word for this. Any 
responsible investment counselor will tell you of the reactions which have 
occurred following the introduction of this legislation. 

In my appearance before the House Committee on Public Works last March, 
I outlined the facts which I have set forth here today and urgently requested 
that the investor-owned public utilities on the periphery of TVA who are rendering 
good, dependable electric service at fair and reasonable rates be given the 
protection to which they are entitled in the form of a definite limitation upon 
the service area of the Authority. I was gratified by the action of the com- 
mitte, and subsequently of the House as a whole, in its adoption of the so-called 
Vinson amendment which provided that minimum protection which we felt that 
we justly deserved. In your consideration of S. 931 and H.R. 3460, I again 
urgently request that if it is your desire and determination to finance the future 
operations of the Tennessee Valley Authority by means of revenue bonds that 
you also incorporate the provisions of the Vinson amendment or similar langauge 
in any legislation which you may approve. A definite limitation upon the area 
of operations of the TVA cannot possibly harm the Authority and will serve as 
a badly needed reassurance to the investing public without whose continued 
support and confidence our investor-owned utilities on the perimeter of TVA 
cannot possibly hope to meet the increasing power demands of their customers. 

Spokesmen for the Tennessee Valley Authority have repeatedly asserted that 
the Authority does not desire to expand either its service area or to assume respon- 
sibility for the supply of new customers outside its present service area other 
than those with whom they have eixsting contracts. I believe this is to be a 
true statement of the Authority’s intentions and earnestly ask that such a 
statement be included in the legislation you are considering here today. 


STATEMENT OF LANSING T. SMITH, JB., PRESIDENT, GULF POWER Co. 


My name is Lansing T. Smith, Jr. I am president of Gulf Power Co. with 
general offices in Pensacola, Fla. The service area of Gulf Power Co, is in 
northwest Florida, that portion of the “panhandle” section of the State lying 
west of the Apalachicola River. 

To save time I will not discuss my general objections to legislation permitting 
the sale of revenue bonds to finance a Federal business activity thereby bypass- 
ing traditional congressional control, but will confine my remarks to the effect 
of this proposed legislation upon the employees and customers of the company 
I represent and upon the investors in its securities. 

Gulf Power Co. serves 94,000 customers in 64 communities and rural areas of 
northwest Florida. The rate of growth of Florida is greater than any major 
State in the Nation and the growth of that part of the State in which our com- 
pany operates is no exception. This section is experiencing phenomenal indus- 
trial development and increase in population. In order to keep ahead of this 
growth the company is presently engaged in a relatively large construction 
program. With a total investment in plant of about $70 million at the end of 
1957, investments of some $15,750,000 were required in 1958 for new generating, 
transmission, and distribution facilities. It is estimated that expenditures for 
new facilities during the 3-year period 1959, 1960, and 1961 will exceed $33 
million. We are in the unique position of having a 4-year construction program 
requiring investments equal to 70 percent of all the money invested during the 
previous some 30-odd years existence of the company. 

To finance this construction program the company must sell additional securi- 
ties. In our opinion, financial people are becoming more and more concerned 
in regard to participation by the Government in the electric power business. 
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Questions are frequently asked relative to the competition of Tennessee Valley 
Authority and other Government power agencies in the area served by our com- 
pany. Until presently we have answered to the effect that there is always a 
possibility of such competition but that our service area is, to a certain extent, 
isolated from the existing service area of TVA. 

In our opinion, the purported “area limitation” language of S. 931 does not 
confine TVA to its present service area. Among other loopholes is an exception 
authorizing TVA to connect with agencies of the United States or other utility 
systems wherever located. It is not clear that the provision against resale by 
a distributor would apply to a Federal agency. If it does not, TVA would have 
the right to sell power to the Southeastern Power Administration. This would 
permit the construction of a line across areas now served by others, directly 
into the area served by our company. Southeastern Power Administration’s Jim 
Woodruff hydro project in Florida, is within 2 miles of an important part of 
our system, Scholz steamplant. The Vinson amendment to H.R. 3460 as adopted 
by the House of Representatives corrected this loophole. 

We are deeply concerned lest further expansion of the TVA service area under 
this proposed legislation adversely affect the sale of our company’s scurities and 
result in higher interest rates and other costs which would have to be borne by 
our customers. 

We, therefore, respectfully urge that the Vinson amendment be retained in 


H.R. 3460 or included in 8. 931 to definitely confine TVA to its present service 
area. 


Senator Kerr. Mr. McDonough, president of the Georgia Power 
Co., Atlanta, Ga. 


STATEMENT OF J. J. McDONOUGH, PRESIDENT, GEORGIA POWER CO. 


Mr. McDonoveu. Mr. Chairman, I am particularly grateful for the 
opportunity to be heard. I have a statement which I would like to 
file because I don’t intend to read it all. 

I would like to make some observations from it and file the state- 
ment for the record. 

Senator Kerr. I will be glad to have you do what you want to do, 
sir. I want to say that I have yet to hear a witness who has not made 
a contribution to my knowledge of this subject, and I am aware of 
the fact that it is beneficial to me and I hope not detrimental to you. 

Mr. McDonoven. Mr. Chairman, I hope that I may develop some- 
thing that will be helpful. 

My name is J. J. McDonough. I am a native Georgian living now 
in Atlanta, Ga., and I have been for over 32 years with Georgia Power 
Co. and am now its president. 

Mr. Davis and Mr. Talmadge both gave the figures pretty much 
on the Georgia Power Co., the extent of its operation, the extent of 
its stockownership locally so I will not trespass on the time of the 
committee to dwell on that further. 

In the early days of the TVA my assignment with the company 
was in northwest Gedrnie. In that area we had some difficulty with 
the TVA expansion through a rural electric co-op. During that 
period of time when the extent of the TVA operations was unknown 
the securities of our company received a very detrimental rating by 
the bond agencies. I mention that, not just to be mentioning it, but 
to illustrate the fact that the territorial feature of this revenue bond 
proposal, that is now before this committee and the Congress, to us has 
the greatest significance, and its proper wording the greatest hope 
for a continuation of a relationship that presently exists in the 
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periphery area with the TVA, and our ability to maintain our financial 
integrity. 

Now as that situation in northwest Georgia developed, it was 
compromised. It was compromised on a basis that has been in exist- 
ence and operating for some 22 years and it continues. 

Originally it was a contractual obligation where the cooperative 
through which the TVA was serving that area and my company 
reached an agreement as to operating procedures and territorial 
procedures. 

The contract expired some 3 years ago. Nonetheless both the North 
Georgia Electric Membership Corp. and the Georgia Power Co. have 
continued to carry out their operations in accordance with that 
agreement. 

That established peace in that territory and equity for both parties. 
The gentlemen’s agreement to which Mr. Branch referred is another 
instrument, an artificial but. nonetheless very rigidly adhered to. It 
has been a thing that has kept the peace and harmony in our service 
area between the TVA, its associates, and ourselves. The Vinson 
amendment to the House bill, which originally was the same bill as 
S. 931, basically the same, makes exceptions of two municipalities 
that we serve and have been serving for over 20 years, municipalities 
in which we have franchise rights, own and operate the distribution 
system. Despite the inclusion of these two towns, the Vinson amend- 
ment is totally acceptable to my company for the reason that it affords 
a measure heretofore not listed, or heretofore not written, of a terri- 
torial agreement which will preserve our area of service and will 
prevent any urge that both of these bills, as originally proposed, in 
my judgment, create for expansion. 

I would like to reemphasize, Senator, that I appreciate the state- 
ment you made to Mr. Baanch as to the intention of this committee, 
and I certainly have no other view of the committee’s intention. None- 
theless the language appeared to us—and still appears to us—of S. 931 
as being an invitation to expand in our territory. 

Now I would like to make one further statement, sir, and then I 
amthrough. I would like to read that if I may. 

Repeatedly those who speak for TVA have contended that TVA 
does not want to expand its territory, nor does it wish to make its 
service available to those already being adequately served at locations 
beyond its present area of established service. 

There should be no objection therefore by this committee to the 
request that TVA be required to operate its electric business within 
an effective, plainly stated boundary of no greater geographical ex- 
tent than that area established by the House of Representatives by 
passage of H.R. 3460. My plea is that this should be required. 

I suggest to this committee that the bill as passed by the House 
affords to the TVA all of the facilities, opportunities that it needs 
to operate and run its business and serve its growing load within its 
own territory, and judging the past relationship between the Tennes- 
see Valley Authority and our good friend the Chattanooga Power 
Board and others, we will continue in that part of the country to 
live and let live, if each of us has our own territorial responsibility 
well defined. 

Thank you very much. 
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Senator Kerr. Thank you, Mr. McDonough. 
(The statement referred to follows :) 


STATEMENT OF J. J. McDoNnouGH, PRESIDENT, GEORGIA POWER Co. 


Mr. Chairman and members of the committee, my name is J. J. McDonough. 
Iam a native Georgian. My residence is Atlanta, Ga. After 32 years of service 
I am president and chief executive officer of the Georgia Power Co., an investor 
owned, regulated, and taxpaying electric public utility corporation. My ap- 
pearance here is prompted by the harmful effect on my company which will 
result from enactment into law of S. 931, unless amended so as to limit TVA, 
without specific approval of the Congress, substantially to its existing geo- 
graphical service area. 

The Georgia Power Co. and its predecessor companies have served the people 
of the State of Georgia since 1855. It directly serves the electrical energy re- 
quirements of almost 700,000 customers. In addition, approximately 300,000 
Georgians receive electrical energy from 39 rural electric membership corpora- 
tions and 50 municipal electric distribution systems which we serve wholesale. 
We have over 5,000 employees who operate the company’s properties which serve 
95 percent of the State, an area of approximately 57,000 square miles. The 
company’s retail operations are carried on in 382 municipalities where it is 
franchised, in 250 unincorporated communities, and along 12,993 pole-line miles 
in rural service areas. Its taxload is tremendous and its corporate good citizen- 
ship thoroughly established and appreciated. From the gross revenues in 1958 
of $133,261,088 collected from its customers, the tax revenue to the Federal, 
State, and local governments amounted to $26,655,912. 

I have studied S. 931 time and time again and am thoroughly convinced that, 
as written, it clearly invites territorial expansion by TVA. I have reference 
to the provisions appearing on line 15, page 2, through line 14, page 3, of this 
bill. It is that provision which will have the most immediate and direct 
adverse effect on my company. I know whereof I speak because, as indicated, 
I was with the company during the 1930’s when the mere threat of expansion 
by TVA into our territory made it almost impossible for Georgia Power Co. to 
raise funds in the money market to enable it to continue to render adequate 
service to its customers. We learned from 1932 until 1940 that the effect of the 
encroachment by TVA on only a small part of our territory in north Georgia 
had a bad effect on our ability to render public service in all the remaining 
territory dependent on the company’s service. This can be demonstrated by 
citing the nearly disastrous financial impact on the company caused by com- 
petition from the TVA. For example, Moody’s Investors Service downgraded 
our 5-percent bonds from “A” to “Baa” and the market price of the company’s 
$6 dividend preferred stock dropped from the 1931 high of 100% to an alltime 
low of 35. Early in 1986 the TVA invaded Georgia to compete with the company 
in seven counties in northwest Georgia where the North Georgia Electric 
Membership Corp. was formed to build rural lines to distribute TVA power 
and for which TVA acted as construction agent. It was the unknown scope 
of the area finally to be the market for TVA power that frightened investors, 
decreased the value of the securities of the company, impaired its credit, and 
eaused security rating agencies to downgrade and ultimately withdraw the 
ratings of the company’s securities. In 1936 the company required substantial 
outside funds but was unable to obtain them from investors because of the 
threat of TVA. Had not the company’s parent come to our rescue by lending 
to the company funds that amounted to $8,612,000 by the end of 1936, it is 
doubtful that we could have continued to fulfill our utility obligations much 
longer. Another serious effect of this fear of TVA in the money markets was 
the company’s inability to refund its bonds to take advantage of lower interest 
rates generally available during 1936, a time during which so many utilities 
distant from TVA were refunding. The company’s interest expense could have 
been reduced by more than $2 million a year by a refunding of its bonds, except 
for the TVA threat that impaired the company’s credit. 

With this history before me, you can appreciate my fear that this company 
might well experience a similar calamity if this bill is enacted as written. I see 
in it an invitation to TVA to expand its service area into the area now served by 
Georga Power Co. This also seeems to be apparent to investment counselors 
upon whom we depend to a large extent for channeling the funds of investors 
into our securities. For example, shortly after S. 931 and its counterpart in the 
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House, H.R. 3460, were introduced, a well-known and highly regarded invest. 
ment house, Goodbody & Co., advised the public in its letter of February 11, 1959, 
that it was “withdrawing buy recommendations that we may now have on” the 
companies adjacent to TVA. Since then this same investment house has recom. 
mended to the public specifically that the stock of my company’s parent com- 
pany, the Southern Co., be sold. In its research bulletin dated April 30, 1959, 
it said, “* * * Furthermore, Southern Co. common stock may be vulnerable to 
political or public power developments. If Congress should pass a bill, which we 
understand is before it, permitting the TVA to expand outside its present area 
and to sell bonds to provide the money for expansion, there might be consider. 
able fear among investors that such an expansion might be harmful to Southern 
Co. Warlier this year we suggested sale of Southern Co. common stock by those 
who would be disturbed by such a development. * * *’ Mind you, this sort of 
advice has been deemed necessary merely because of a threat of TVA expansion. 
Should that threat ripen into a fact, then only heaven knows where we can turn 
to get necessary funds to render adequate service at a reasonable cost. The 
law of Georgia declares that utilities such as Georgia Power Co. are clothed 
with a public interest, and anything that adversely affects the service rendered 
or the rates charged by Georgia Power Co. is clearly contrary to the interest 
of all Georgians that we serve. Their rates for the energy they purchase from 
my company are inevitably tied in with an dependent upon the cost of money 
to us. I would be derelict in my duty to those customers and to the public at 
large if I did not oppose any legislation which would have the effect of increasing 
this cost of money. 

Of course, as has already been pointed out by other witnesses, there has been, 
since 1939, a sort of gentlemen’s agreement between TVA and the peripheral 
companies that neither would invade the territory of the other, but, if Con- 
gress, by enacting into law the bill as written, should invite an expansion of 
the area now being served by TVA, who could criticize TVA for following this 
directive by reverting to its policy as published in its first annual report sub- 
mitted to Congress on December 22, 1934? On pages 22 through 24 of that 
report it is stated, and I quote: 

“The formation of a power policy was the first step in carrying out the 
power program required by the act. The following policy was announced: * * * 

“The initial areas selected by the Authority may be roughly described as (a) 
the region immediately proximate to the route of the transmission line soon 
to be constructed by the Authority between Muscle Shoals and the site of 
Norris Dam; (6) the region in proximity to Muscle Shoals, including northern 
Alabama and northeastern Mississippi; and (c) the region in the proximity 
of Norris Dam. * * *” 

Continuing to quote from that report: 

“At a later stage in the development it is contemplated to include roughly 
the drainage areas of the Tennessee River in Kentucky, Alabama, Georgia, and 
North Carolina, and that part of Tennessee which lies east of the west margin of 
the Tennessee drainage area. 

“To make the area a workable one and a fair measure of public ownership, it 
should inelude several cities of substantial size (such as Chattanooga and 
Knoxville), and, ultimately, at least one city of more than a quarter million 
within transmission distance, such as Birmingham, Memphis, Atlanta, or 
Louisville. 

“While it is the Authority’s present intention to develop its power program 
in the above-described territory before considering going outside, the Author- 
ity may go outside the area if there are substantial changes in general condi- 
tions, facts, or governmental policy which would necessarily require a change 
in this policy of regional development, * * *. 

“Nothing in the procedure here adopted is to be construed in any sense a 
commitment against extending the Authority’s power operations outside the 
area selected. * * *” 

I would construe 8. 931, as written, as a declaration by Congress that it is 
now the “governmental policy” for the Authority to develop its power program 
outside the territory in which it is now serving. 

On January 29 of this year H.R. 3460 was introduced in the House of Repre- 
sentatives. As originally drafted, this bill in all major respects was identical 
with S. 931. The House Public Works Committee, before favorably reporting 
this bill, adopted an amendment sponsored by Hon. Carl Vinson, of Georgia, 
limiting, without specific congressional approval, any territorial expansion of 
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TVA beyond its existing service area. This bill H.R. 3460, as amended, was 
passed by the House May 7, 1959. ae! 

Nothing in the amended bill prevents the transmission of TVA power to the 
Department of Defense, or any agency thereof, on certification by the President 
of the United States that an emergency defense need for such power exists, nor 
does it interfere with TVA’s existing interconnection relationships. 

Even though the amended version of H.R. 3460 would permit TVA to serve 
two municipalities now served by my company, but which had pending nego- 
tiations with TVA, it would be acceptable to us. With certain exceptions, H.R. 
3460 would and does, without specific congressional approval, limit TVA to its 
existing service area, and thereby preserves and guarantees our longstanding 
friendly relations and gentlemen’s agreement on service territory and ends the 
uncertainty and threat of unlimited territorial expansion that would exist 
under S. 931 as presently written. 

Repeatedly those who speak for TVA have contended that TVA does not want 
to expand its territory, nor does it wish to make its services available to those 
already being adequately served at locations beyond its present area of estab- 
lished service. 

There should be no objection therefore by this committee to the request that 
TVA be required to operate its electric business within an effective, plainly 
stated boundary of no greater geographical extent than that area established by 
the House of Representatives by passage of H.R. 3460. My plea is that this 
should be required. 

In the event that TVA should sometime in the future determine that an exten- 
sion of its electrical operations beyond the boundary thus established to be in 
the public interest, then it would be free to come to the Congress for permission 
to do so. 

Congress should retain control and supervision over this whole problem. The 
Congress and its committees have long been the forum available for the adjudi- 
cation of differences between agencies of our Government and its citizens. We 
do not want to lose the opportunity to be heard. 


Senator Kerr. A. J. Watson, Jr., Mississippi Power Co., of Gulf- 
port, Miss. 


STATEMENT OF A. J. WATSON, JR., MISSISSIPPI POWER CO., OF 
GULFPORT, MISS. 


Mr. Watson. Mr. Chairman, I appreciate this opportunity to 
appear before you. I have filed with the clerk copies of a brief state- 
ment, but in order to save your valuable time and time of those to 
follow me, if I may, I will condense it even further. 

The Mississippi Power Co. of which I am president operates in 
23 counties which comprise the southeast portion of Mississippi serv- 
ing most of these counties either directly or through 6 REA coopera- 
tives whose wholesale power requirements we supply at 30 separate 
points. 

I do not believe that the kind of financing proposed in S. 931 and 
H.R. 3460 is sound. However, if Congress should see fit to do this, 
S. 931 in its ro form could pose a serious threat to the future 
operations and financial stability of my company. 

Senator Kerr. While you are right there at that point, you say 
you don’t think this method of financing is sound. Do you address 
yourself to that question aside from the territorial limitation question ? 

Mr. Watson. Yes, sir. Fundamentally I do not like revenue bond 
financing for an agency of this kind, but as was pointed out this morn- 
ing, it comes down to a matter of compromise; and if that is the will 


_ of the committee and the Congress, then I certainly would not ques- 
_ ton their judgment. 


Senator Kerr. If you were here how would you finance it ? 
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Mr. Watson. I think that it has been done very well in the past 
by congressional appropriations. There may have been some com- 
plications to that. 

Senator Kerr. Well, you know that the Executive, since going into 
office, has taken the position there should be no appropriations and 
that Congress has responded to that request by the President. 

If you were in the Coupee and were confronted with what seemed 
to be the purpose of the majority of the Congress to make no further 
appropriations toward financing increased facilities of this publicly 
owned utility to serve the people of this area, then what alternative 
would you turn to? 

Mr. Warson. Sir, under those circumstances, I am afraid I could 
offer no alternative, and I am not here to oppose the revenue bond 
financing. 

Senator Kerr. I am not assuming that you are, but I have listened 
to many witnesses here today who say that this method of financing 
is unsound. Now, aside from the alternative of appropriating money, 
T have been listening for some witnesses to tell me how it could be 
done. 

Mr. Watson. Well, sir, I am afraid I can’t suggest anything dif- 
ferent at the moment. 

Senator Kerr. That is an open invitation to any witness who is to 
appear later today. 

Mr. Watson. May I proceed, sir? 

Senator Kerr. Yes. 

Mr. Watson. S. 931 would permit the expansion of TVA power in 
five counties which are now being served directly or indirectly with 
power provided by my company. About one-third only of two of those 
counties, Newton and Scott, is being served through an REA co- 
operative with TVA power. 

The remaining two-thirds is being served entirely either directly 
or indirectly with power from my company. In the other three 
counties—Lauderdale, Clarke, and Wayne—the entire electric energy 
requirements are presently furnished from our system in part by 
direct sales and in part through wholesale deliveries to an REA 
cooperative. 

This cooperative however is also purchasing TVA power for dis- 
tribution wholly outside of those counties. It would therefore be pos- 
sible under the area limitation of S. 931 for all of Lauderdale and 
Clarke, the remaining two-thirds of Scott and Newton, and part of 
Wayne Counties to be added to the present TVA service area regardless 
of how they are now being served and regardless of the fact that in 
three of these counties no TVA power is now being used. 

We would therefore be threatened with a possible loss of our prop- 
erties within at least those counties. 

The area which is now being served with TVA power has generally 
become recognized as such, and I respectfully but urgently request 
that if, in the judgment of this committee a bill should be reported 
favorably, it contain the area limitations that are in H.R. 3460 as 
it was passed by the House of Representatives with the Vinson 
amendment. 
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Senator Kerr. Thank you very much, Mr. Watson. 
Mr. Watson. Thank you, sir. 
(The statement referred to follows :) 


STATEMENT OF A. J. WATSON, JR., PRESIDENT, MISSISSIPPI POWER Co. 


Mr. Chairman and members of the committee, my name is A. J. Watson, Jr. 

I am president of Mississippi Power Co., with general offices in Gulfport, Miss. 
I have been connected with the company since February 1930. 

The Mississippi Power Co. serves over 108,000 customers directly in 137 com- 
munities, 47 of which are incorporated, in 23 counties comprising the southeast 
portion of Mississippi. This section of 11,500 square miles has approximately 
24 percent of the State’s population and land area. We also serve over 53,000 
customers indirectly by supplying, within the territory we serve, all wholesale 
power requirements of the 6 REA co-ops located therein, at 30 separate delivery 

ints. 

"on investment in southeast Mississippi is approximately $83 million and 
we expect to spend over $42 million additional on construction during 1959, 
1960, and 1961. We have 688 employees and had a payroll in 1958 of $3,966,866. 
Our provision for taxes in 1958 was $5,399,656, which amounted to 27.6 cents 
out of each dollar of gross revenue. 

I believe that S. 931 and H.R. 3460 could pose serious threats to the future 
operations and financial stability of my company. It appears to me unwise that 
a governmental agency, such as TVA, be authorized to finance, at its own dis- 
cretion and without congressional control, by its issue of so-called revenue bonds, 
ponds which are in fact nonetheless backed by huge amounts of past congressional 
appropriations and accumulated revenues therefrom. If the Congress, how- 
ever, Should see fit to do this, the bill should prevent TVA from expanding 
beyond its present service area. 

S. 931 does not contain provisions that would prevent TVA from expanding 
into areas it is not now supplying. The language contained in this bill would 
specifically and unquestionably permit and encourage the expansion of TVA 
power in five of the northern counties now being served directly or indirectly 
with power provided by Mississippi Power Co. About one-third only of two 
of such counties, Newton and Scott, is being served through an REA co-op with 
TVA power; the remaining two-thirds of such counties are served entirely, 
directly or indirectly, with power from Mississippi Power Co. In the other three 
counties, Lauderdale, Clarke, and Wayne, the entire electric energy require- 
ments are presently furnished from our system, in part by direct sales, and in 
part through wholesale deliveries to an REA co-op. This co-op, however, is also 
purchasing TVA power for distribution wholly outside of those counties. 

Thus, under the language of the so-called area limitation of S. 931, the re- 
maining two-thirds of Scott and Newton, all of Lauderdale and Clarke, and 
part of Wayne Counties could be added to the present TVA service area, regard- 
less of how now served and regardless of the fact that in the last named three of 
these counties no TVA power is now being used. Some of our major urban 
and suburban operations and one of our major steam-electric generating sta- 
tions of 80,000 kilowatts capacity near Meridian, are in these counties. The 
extension of sales of TVA power for distribution throughout these counties at 
TVA subsidized rates could create a competitive situation of incalculable dif- 
ficulty, threatening a possible loss of our properties within at least those 
counties. 

Such a threatening possibility might well also have serious adverse effects on 
our ability to finance at reasonable rates the construction required for strength- 
ening and expanding our system whether or not directly threatened. 

The area which is now being served with TVA power has generally become 
recognized as such and, if in the considered judgment of this committee, a reve- 
nue bond financing bill should be reported favorably, I respectfully but urgently 
request that it include the area limitations that are in H.R. 3460 as it was passed 
by the House of Representatives, the Vinson amendment. 


Senator Kerr. Mr. McGuire. 
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STATEMENT OF W. B. McGUIRE, PRESIDENT, DUKE POWER (0. 


Mr. McGuire. Mr. Chairman, my name is W. B. McGuire. I liye 
in Charlotte, N.C., and am president of the Duke Power Co. 

Personally and on behalf of my company I wish to express to the 
chairman and to the committee appreciation for the opportunity to 
appear before the committee on these two bills. 

I have a prepared statement which has been filed. Certain areas of 
that statement have been covered in the testimony, I think, that has 
already been heard, and if I may I will briefly pass over those por. 
tions and undertake to confine my oral presentation to factual 
information. 

Senator Kerr. Very good. 

Mr. McGutre. And I hope that when I finish that the chairman 
will be able to say as he has already said that he has learned some- 
thing in this from every witness that has been heard. 

First a word about my company. Duke Power Co. supplies elec- 
tric service in the Piedmont section of North Carolina and South 
Carolina. The area served by the company comprises approximately 
20,000 square miles extending across the two Carolinas from the 
Virginia State line on the north to the Georgia line on the south. 

Approximately two-thirds of the area served is in North Carolina 
and one-third in South Carolina and the company’s gross revenues 
are divided between the two States in approximately the same propor- 
tions. The company employs approximately 6,000 persons. 

Our company supplies approximately 593,000 residential customers 
of whom approximately 233,000 are rural customers. It is estimated 
that the company supplies directly over two-thirds of the rural cus- 
tomers in its service area. 

The remaining one-third of the rural customers in the company 
service area are supplied by REA’s and to a small extent by munici- 
al extensions into rural areas. These REA and municipal distribu- 
tors purchase power from our company. The U.S. Department of 
Agriculture reports that 97 percent of the farms in North Carolina 
are electrified. 

Our company’s rates for service are the same for its rural customers 
as for its city customers. Our residential customers are served at an 
average rate of 2 cents per kilowatt which is 20 percent below the 
national average of 214 cents. Our residential customers use an 
average of 4,858 kilowatt per year which is 44 percent above the na- 
tional average use of 3,366 Filowatt per year. 

If I may, I would like to give some facts with respect to the area 
limitation in S. 931. That is the same area limitation as was con- 
tained in the bill last year as I recall is 1860 I believe it was or 69. 
I heard the debate in the Senate when that area limitation was in- 
serted and I fully agree with the chairman’s comment a few minutes 
ago that the purpose for which that limitation was inserted in the 
act was to restrict TVA operations. 

Senator Kerr. Limit it, not to expand it. 

Mr. McGuire. That’s correct, sir. 

The unfortunate thing about it is the limitation was inserted on the 
floor of the Senate without the opportunity for factual investigation 
such as this committee is now holding, and I would like to point out the 
factual application of that amendment in our area. 
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§. 931 would permit the expansion of TVA service into an area of 
1,709 square miles in North Carolina served by our company. In this 
area our company has in whole or in part four hydroelectric plants 
(all on streams draining into the Atlantic Ocean), and other substan- 
tial facilities used to supply electric service to the public. 

The plants and other Tecilitien are estimated to have a present value 
of $46 million. In this area our company supplies directly an esti- 
mated 29,260 customers, in addition supplies REA and municipal 
distributors which serve an estimated 10,650 customers—a total of al- 
most 40,000 customers. 

Our compan paid taxes in 1958 of $172,600 to the counties and 
towns within this 1,700 square mile area. In addition the company 
pays State income and franchise taxes and Federal income taxes on the 
business done in this area. In 1958, the company as a whole paid in 
local, State, and Federal taxes 2414 cents out of each dollar received by 
the company from its customers. 

Then in my prepared statement I point out the legal interpretation 
of the area limitation of 931. I would like to say this that I agree 
with the statement that has been made by other witnesses before this 
committee. 

We are particularly concerned with the implications of S. 931 in 
relation to the territory to be supplied by TVA. It contains pro- 
visions purporting to define the area to be supplied by TVA, but these 
provisions of the bill disturb us for two reasons: 

(1) The area defined for TVA service permits expansion of the 
present service area of TVA by almost one-third. The bill would in- 
clude the whole area of counties which lie wholly or in part within the 
drainage basin of the Tennessee River, and also the whole area of coun- 
ties now supplied with TVA power in part only. As heretofore indi- 
cated, the bill will authorize TVA service in an area of 1,700 square 
miles in North Carolina now supplied with electric service by our 
company. 

In view of the fact that TVA has not for many years expanded its 
service area, the definition of the TVA service area in the proposed 
bill is, in effect, an invitation to TVA to extend its service into this 


area now supplied by our company as well as the other additional 
area covered by the bill’s definition of TVA service area. 

(2) The purported limitation of TVA to the area defined in S. 931 
would not accomplish even this limitation. The limitation would not 
apply to power produced by ———e facilities or by new facilities 


financed in any way other than with t 
or power revenues. 

The limitations of the bill do not prevent industrial customers from 
taking delivery of power within the defined area and using it outside 
this area. Power may be sold or delivered to a Federal agency where- 
ever located. 

We respectfully urge this committee to include in S. 931, if reported 
favorably, an area limitation which will confine the supplying of TVA 
power to the area in which it is presently supplied. 

Such a provision was added by the House Public Works Committee 
to H.R. 3460, and is now contained in the bill which passed the House. 

That is the Vinson amendment (p. 2, lines 13-21). This area limi- 
tation was inserted only after full hearing and careful study by that 


e proceeds of authorized bonds 
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committee. It is a provision vital to the electric companies surround- 
ing TVA, and we urge its retention should your committee act on 
H.R. 3460. 

Although I can speak from knowledge only with respect to the area 
supplied by our company what I say, I feel sure, applies to the other 
area which the bill would commit to TVA service. I’m speaking of 
S. 931. In the area supplied by our company, there is no shortage 
of power. We have done a good job on rural electrification. 

@ pay very substantial taxes. We have a large investment in 
facilities. We supply service at reasonable rates which are regulated 
by the North Carolina Utilities Commisison. We have actively pro- 
moted the use of electric service so as to bring to our customers the 
many benefits of increased usage of electricity. 

Our residential customers use 44 percent more electricity than the 
national average at an average rate that is 20 percent lower than the 
national average. 

Your committee well knows that where TVA now supplies power, 
the taxpaying, investor-owned companies have been put out of busi- 
ness. e do not believe our record deserves the penalty of being put 
out of business. 

Mr. Chairman, I then point to some of the problems with respect 
to this legislation that confront your committee. Those problems I 
think have been fully discussed in the testimony that has already 
been heard. 

In addition to the expansion of the TVA service area authorized 
by S. 931, there are features common to S. 391 and to H.R. 3460 which 
I am sure will be of concern to your committee. 

These bills would largely free TVA from congressional and budge- 
tary control. Also, I will mention briefly certain other specific pro- 
visions to which this committee will wish to direct its attention. With 
each comment, reference is given both to S. 931 and to H.R. 3460. 

(1) S. 931, page 1, lines 3-6; H.R. 3460, page 1, lines 3-6: This 
repealing passage wipes out TV A’s existing legal obligation to repay 
in 40 years the $1.2 billion debt now owed the Treasury. This bill 
substitutes a much slower rate of payment to which I will shortly refer. 

(2) S. 931, page 8, lines 20-24; H.R. 3460, page 8, lines 16-20: 
Here bonds issued by TVA are made exempt from all State and local 
income and property taxation. The proponents say that these bills 
will permit TVA to go to the money market in competition with others 
for funds. 

If the competition is to be fair, why should these bonds be tax 
exempt ? 

(3) S. 931, page 8, line 25 and page 9, lines 1-6; H.R. 3460, page 8, 
lines 21-25 and page 9, lines 1-2: It is noted that the “return” to be 
paid by TVA is on appropriation investment. Nothing is said of 
the $470 million power revenues which TVA has received and re- 
invested in power facilities. These revenues belong to the United 
States as certainly as do appropriations invested in TVA. 

(4) S. 931, page 9, lines 7-9; H.R. 3460, page 9, lines 3-5: At the 
rate of $10 million per year it will take TVA 120 years to repay the 
appropriated investment, which otherwise, until repealed by this act, 
the Government Corporations Appropriation Act 1948 required to be 
repaid in 40 years. 
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If as mentioned above the $470 million reinvested revenues were to 
be repaid an additional 47 years would be required at the rate of re- 
payment here provided. 

(5) 8.981, page 9, lines 19-23 ; H.R. 3460, page 9, lines 15-19: TVA’s 

ayment is here based upon “average interest rate” on all Government 
obligations. Including short-term obligations the Government’s “av- 
erage interest rate” is currently 2.80 percent; the average long-term 
rate is substantially higher—the average long-term yield being now 
3.92 percent. The taxpayer’s investment in TVA is a long-term invest- 
ment and there seems no reason why TVA should not pay the average 
interest rate on long-term Government obligations. 

(6) S. 931, page 9, lines 23-25 and page 10, lines 1-4; H.R. 3460, 
page 9, lines 19-25: Here TVA’s Board of Directors can in their dis- 
cretion defer for 2 years payments to the Treasury. It is difficult to 
see why this discretionary power need be given the Board, when al- 
ready the bill provides (p. 8, first line of (e)) that a payment to the 
Treasury will be made out of net power proceeds after bond payments 
and, of course, operating expenses. Also there is no provision for 
catching up on payments once deferred. 

I do have some factual data with respect to our company compared 
to TVA. The American public, I believe, may be under the impres- 
sion that TVA has produced the low electric rates in its area through 
efficiency. This could be advanced as an argument for expanding TVA, 
if it were true. But itis not true. 

The science of electric generation is equally as well known to our 
company as to TVA, and we are able to generate power just as effi- 
ciently as TVA. 

Our new Allen steamplant is as efficient as the best of TV.A’s steam- 
plants. Our efficient steamplants are fully complemented by a most 
efficient hydroelectric development. Of our hydroelectric system, Mr. 
A. E. Morgan, Chairman of the TVA Board, said in 1935: 

On the Catawba River in North and South Carolina, the Duke Power Co. has 
worked out a completely unified development for power with results, I under- 
a that reflect great credit on the technical skill involved in that great under- 
taking. 

The difference in our company’s electric rates and those of TVA is 
due to the differences in privileges afforded by the Federal Govern- 
ment. TVA is granted by the Government special privileges ee 
interest-free money, on Federal income taxes, lower State and loca 
taxes, and lower freight rates on coal. 

I would like by a very brief comparison to show how these special 
privileges created an advantage for TVA over our company. 

The TVA annual report for 1958, fiscal year ended June 30, 1958, 
shows that payments by TVA and its distributors to States and coun- 
ties in taxes and tax equivalents amounted to 6.4 percent of total rev- 
enues received from consumers other than Federal agencies served di- 
rectly by TVA. 

State and local taxes paid by our company on the other hand, in 1958 
amounted to 10.2 percent of gross revenues. A more accurate basis 
for comparing taxes is percentage of plant investment. 

The State and local taxes and tax equivalents paid by TVA and its 
distributors in fiscal 1958 were 0.9 percent of their plant investment, 
other than investment used to supply the Atomic Energy Commission. 
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Our company’s State and local taxes for 1958 were 3.4 percent of 
plant investment. State and local taxes are not the full story. 

Our company pays Federal income taxes which TVA and its dis. 
tributors do not pay. Including Federal income tax, the total tax 
bill of our company for 1958 amounted to 8.2 of plant investment, 
whereas the total tax bill of TVA and its distributors remained at 
0.9 percent of plant investment. 

Briefly stated, our company which is roughly one-fourth as large 
as TVA and distributors paid more than 21% times the taxes paid by 
TVA and its distributors. 

Another way of putting it is that our tax rate is 10 times that of 
TVA. ‘These taxes are paid by electric consumers through their elec. 
tric bills. 

Certainly it cannot be said that users of TVA power receive any less 
of the services of Government—local, State and Federal—than do the 
customers of our company. Should not these TVA customers right- 
fully be expected to bear their share of the cost of providing the Gov- 
ernment services which they enjoy ? 

TVA advertises the rate of return which it “earns”, TVA’s last 
— report showing this to be 3.6 percent on its plant investment 

or 1958. 

When it is pointed out that TVA pays no Federal income taxes, 
TVA points to this return as an equivalent of such taxes. Duke 
Power Co., however, paid Federal income taxes amounting to 4.7 per- 
cent of its plant investment for 1958. 

When it is pointed out that TVA pays no interest on the Federal 
investment in power facilities, TVA refers to the 3.6 percent as the 
equivalent of interest. But the average yield on long-term debt of the 
Federal Government is now 3.92 percent. Under existing law TVA 
is required to amortize the Government’s investment in TVA on a 
214 percent basis, which amortization must be paid out of the 3.6 per- 
cent reported by TVA as rate of return. 

It is apparent that the so-called 3.6 percent return shown by TVA 
falls far short of covering amortization, interest and Federal income 
taxes. 

Finally I point out that in 1958, 74 percent of TVA’s generation 
was by steam-electric generation burning coal. This fact shows that 
TVA is a business enterprise engaged in supplying the public utility 
Topemeats in the TVA service area for electric service. 

e New York Times has properly described TVA as big business. 
Our company in 1958 generated 81 percent of its production by use 
of coal fuel. This coal cost our company $7.73 per ton, whereas TV A’s 
coal cost it only $4.54 per ton. Almost half of our cost of coal is in 
freight charges. It is true that TVA has the natural geographical 
advantage of | being near the coalfields, but I would point out that it 
also has, as a Government agency, the advantage of the special freight 
rates available under section 22 of the Interstate Commerce Act. 

We respectfully suggest that this committee must carefully con- 
sider the propriety of granting a business enterprise such as TVA 
now is, the many subsidies which TVA now enjoys. 

In conclusion, we again urge that this committee: 

(1) Should not permit expansion of TVA service and force tax- 
paying companies out of business ; 
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(2) Should carefully consider whether TVA shall be freed from 
congressional and budgetary control; and 4 

(3) Should critically examine the extent to which customers of TVA 
shall be relieved of substantial costs borne by users of electric service 
elsewhere in the United States. 

Mr. Chairman, in addition to this prepared statement I would also 
like to indorse the comments by Mr. Branch in reference to the two 
amendments proposed by Mr. Staats of the Budget Bureau in refer- 
ence to the area limitations of this legislation. 

I thank you, sir. Me 

Senator Kerr. Thank you very much, Mr. McGuire. Mr. Philip 
Ardery, State Counsel of Kentucky REA. 


STATEMENT OF PHILIP P. ARDERY, COUNSEL, KENTUCKY RURAL 
ELECTRIC COOPERATIVE CORP. 


Mr. Arpery. Mr. Chairman, may I thank you for the opportunity 
of appearing here? I have given a statement there which I would like 
to paraphrase if I may. 

Reaatet Kerr. You want it made a part of the record ? 

Mr. Arpery. Yes, sir, if I _ 

Mr. Chairman, I have here also a wire sent me by the manager of 
the Hickman-Fulton Rural Electric which I respectfully request be 
made a part of the record. 

(The telegram referred to follows :) 


HickMAN, Ky., June 9, 1959. 
Puiuie P. ARDERY : 


I regret exceedingly that it is impossible for me to be with you in Washington 
to testify before the committee protesting the passage (as is) of the TVA self- 
financing bill. 

This bill as written is extremely dangerous to our cooperative membership, 
in that our power is transmitted over private utilities transmission lines through 
an interchange agreement with TVA. The way it is written, at the expiration 
of our present power contract the private utilities can and will refuse to renew 
this contract by showing and proving TVA does not have transmission properties 
in this area. 

Our very distinguished and honorable Senators, Messrs. Cooper and Morton, 
from Kentucky ; our able Representative, Mr. Stubblefield, and others realize the 
position the passage of such a bill will place this cooperative in with its mem- 
bership enjoying an exceedingly high 1,000-kilowatt-hour average per month, 
Financially it would be impossible for them to enjoy the standard of living they 
are used to if the present TVA self-financing bill is passed. In our opinion this 
bill is unreasonable, unjust, and unconstitutional. We, as well as the entire 
TVA service area, bitterly oppose its passage. 


HICKMAN-FULTON Counties RECC, 
HAROLD Everett, Manager. 

Mr. Arpery. My name is Philip P. Ardery and I am an attorney 
iu Louisville, Ky. I represent the Kentucky Rural Electric Coopera- 
tive Corp., which is the statewide association of REA cooperatives 
in Kentucky. 

I also represent East Kentucky Rural Electric Cooperative Corp, 
which is a generation and transmission cooperative supplying power 
to 16 distribution cooperatives in central, eastern, and southern Ken- 
tucky. 

The Kentucky statewide association has some 22 cooperative mem- 
bers, and the aggregate membership of these 22 cooperatives is ap- 
proximately 240,000. 
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The aggregate membership of the member cooperatives of the East 
Kentucky Generation and Transmission Cooperative is on the order 
of 130,000. bis 

The Kentucky rural electric cooperative membership is some 23 
individual rural electric cooperatives whose total membership aggre. 
gates about 240,000 in Kentucky. 

Mr. Chairman, I am going to have to decline your courteous invi- 
tation to any witness to suggest an alternative method of financing 
to that contained in this legislation. I decline that kind invitation 
for the reason that I believe there is no alternative. I believe this 
under the present circumstances is the only feasible way to do this, 
I would also like to say that I disagree with a number of the wit- 
nesses who have testified in that I believe that it is the intent and 

urpose of this committee and will be of the Congress of the United 
Btates to enact legislation which will contain the service of the Ten- 
nessee Valley Authority within its present service area. 

The people I represent would be pleased to have me make some fine 
endorsement of the magnificent TVA system, but what I have heard 
from other witnesses, several of them your honorable colleagues, Sen- 
ator Lister Hill, Senator Sparkman, and Senator Stennis, make it 
unnecessary for me to compliment the Tennessee Valley Authority, 

I do have one point upon which I have serious apprehensions for 
those I represent. It is a point, Senator Kerr and members of the 
committee, that has been commented on by some of the last witnesses 
here to some comfort as far as I am concerned. Having assumed that 
the Tennessee Valley Authority will by this legislation be contained 
within its present service area, it seems to me for example for the 

‘East Kentucky Rural Electric Cooperative Corp. as a generation 
and transmission cooperative, that it is imperative that there be no 
circumscription of the right of East Kentucky Rural Electric to 
maintain power exchange agreements with TVA. 

Mr. Branch, I believe, suggested an amendment, and if I under- 
stood him correctly, it was his interpretation of that amendment that 
exchange arrangements in the future could be made between such 
organizations as East Kentucky Rural Electric and the Tennesse 
Valley Authority. I have not seen that. I shall in a moment point 
out to you language in H.R. 3460 and S. 931 which then is the basis 
of my apprehension about either one of these bills as they now stand. 

But with your indulgence, Mr. Chairman, I would like to refd part 
of two paragraphs from a recent article in Fortune magazine, 
“Cheaper Power Through Higher Voltages” by Katherine Hamill 
and this article dramatically tells the story of what can be done 
through power exchange agreements. 

The article states: 

Where the lines are used to connect different systems, fewer generators are 
needed for reserve capacity. Even a very small reduction in equipment can mean 
big savings in a business where one turbine-generator unit may cost as much 

as $75 million. American Electric’s Sporn says that with careful planning of 
future development of generating capacity, the 345-kilovolt interconnection of 
his company with Commonwealth Edison in Chicago may save each of the con- 
panies the installation of as much as 200,000 kilowatts of capacity. This wouli 


represent, at roughly $150 per kilowatt, a possible saving to each compaty 
of $30 million. 
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The latter paragraph I would like to read goes as follows: 


Some electrical engineers dream of a nationwide grid of extra-high-voltage 
lines tying together all the great and small powers systems of the country. This 
would allow full use of generating capacity, full efficiency of transmission lines 
and distribution systems. Hydroelectric power from western Canada, for 
example, might be carried to factories in northern California, and Los Angeles 
might eventually get power from steam-generating plants located near the coal- 
fields of Utah, which are now uneconomical to exploit. If the whole country 
were linked together by extra-high-voltage lines, west coast generating plants 
could start up 3 hours earlier in the morning to help supply New York’s needs, 
and New York could pay back the west coast in the evening. 

Now, Mr. Chairman, the generation and transmission cooperative 
that I represent came into being here a few years ago and it was 
basically engineered at a saving of many millions of dollars because 
we were able to get an interconnection tetwens this system and the 
Tennesee Valley Authority, which eliminated the necessity of install- 
ing standby capacity that otherwise would have been necessary for 
proper service. ! . 

Since that time, our system has been integrated with the Kentucky 
Utilities system of Mr. Watts, from whom you just heard. 

Mr. Watts’ system has a number of interconnections with the Ten- 
nesseee Vally Authority, so as a practical matter the East Kentucky 
system has interconnections directly and indirectly at several points 
whereby we can get help if our system breaks down, and on a very 
minor scale if we have an excess capacity. and TVA can use it, they 
take it. I would like to call to your attention, Mr. Chairman, one inci- 
oe demonstrates what this can mean to a small organization 
like ours. 

A year ago last winter when the Tennessee Valley Authority was 

retty well strapped for power, in a period of extreme cold weather we 
had a breakdown on our system in the East Kentucky Rural Electric. 

We asked the Tennessee Valley Authority to give us the emergency 
standby that under the contract they would normally provide, but as 
it happened they were in bad shape for power, too. So we had to turn 
to the private power market. Now the Kentucky Utilities Co. sold 
us the power at the price they were entitled to charge for it, and for 
about an hour of assistance we paid some $24,000, and the retail return 
or revenue derived from the sale of that power by East Kentucky to 
its member cooperatives was about $24. 

Now I think that demonstrates the importance of interlinking these 
systems and the importance, if we are to contain the Tennesee Valley 
within its present geographical boundaries, the importance of at least 
letting Tennessee Valley Authority interconnect freely with its neigh- 
bors so that each can divide the economies of such interconnections. 

Now let me turn to the bills and indicate the language that is the 
basis of my apprehension. As to S. 931, which is the bill, of course, 
we very much prefer, on page 2, line 23, there is a slight change that 
I think should be made. 

Going back a line or two to pick up the sense of the bill at that point, 
we say— 
shall not be used for sale or Celivery of power by the corporation outside the 
counties which lie in whole or in part within the Tennessee River drainage basin, 
or the service area in which power generated by the corporation is being used 
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on July 1, 1959, except when economically feasible, to serve the United States 
or agencies thereof. 

The point I raise, Mr. Chairman, is that the comma after 1959 does 
not indicate whether the phrase “except when economically feasible” 
belongs to the language which p es it in the bill or that which 
follows it. After reading it several times I think the meaning comes 
through that it is intended to belong to that which follows it. 

Senator Kerr. I agree with you. 

Mr. Arprery. And therefore, I would suggest that after “1959” 
there be a semicolon, and that the word “or” be inserted to see that it 
reads: 
by the corporation used on July 1, 1959; or except, when economically feasible, 
to serve the United States or agencies thereof — 
and so forth. 

There is one other slight point which is little more than punctuation 
that I would like to invite your attention to and that is on page 3, line 
5. Going back a line or two, I will read: 


or to serve existing rural electric cooperatives as same now exist as to area as 
of July 1, 1959, now being served— 


I think it should be— 
in whole or in part by the Tennessee Valley Authority. 


Now there is a colon there, and I believe it would be a little clearer 
if, instead of a colon, there would be a period, bringing that to the 
end of the sentence, and beginning a new sentence with the words 
“Tt is further provided, that except as expressly provided above all 
contracts entered into” and so forth. 

Now that may sound like quibbling but I believe they do bring into 
a little clearer perspective what I conceive to be the intent of this 
committee in that language. 

Now with regard to H.R. 3460, Mr. Branch and I believe Mr. Watt, 
and I think Mr. Cook of the American Electric Service Co., have all 
indicated that they feel that there should be no restraint upon neigh- 
bors that generate and transmit electric power having interconnections 
or exchange agreements with the Tennessee Valley Authority. 

Now if that is proper, and I am sure they are quite sincere in that, 
it would seem to me that the language—and I am reading from line 
16, on page 2, of H.R. 3460, on down, it presently reads: 
shall not be used for the sale or delivery of power for use outside the service 
area of the corporation as it existed on July 1, 1957, except when economically 
feasible for exchange power arrangements with other utility systems with which 
the corporation had such arrangements on said date. 

That language would tend to imply to me that it might mean that 
only those could have exchange arrangements that had arrangements 
and that those arrangements might not be altered. 

And if, as I understand it, that is not the intent, then it would 
— to me that this language might be changed so that it would 
read : 


shall not be used for the sale or delivery of power for use outside the service 
area of the corporation except when economically feasible for exchange power 
arrangements— 


eliminating the rest of that sentence. 
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Now, if Your Honor please, I believe that the comments that I make 
about these changes here would satisfy Mr. Charles Stewart, who tes- 
tified here yesterday with respect to some of his concern about the 
Warren Rural Electric Cooperative Corp. I believe that that is all I 
have to offer for the committee. Again let me thank you for your 
courtesy. 

Senator Kerr. Thank you very much, Mr. Ardery. 

(The statement referred to follows :) 


My name is Philip P. Ardery. I live in Louisville, Ky., and I am an attorney. 
I represent the Kentucky Rural Electric Cooperative Corp., which is the state- 
wide association of REA cooperatives in Kentucky. I also represent East Ken- 
tucky Rural Electric Cooperative Corp., which is a generation and transmission 
cooperative supplying power to 16 distribution cooperatives in central, eastern, 
and southern Kentucky. 

The Kentucky statewide association has some 22 cooperative members, and the 
aggregate membership of these 22 cooperatives is approximately 240,000. The 
aggregate membership of the member cooperatives of the East Kentucky Genera- 
tion & Transmission Cooperative is on the order of 130,000. 

To begin with, let me say that I have been very much impressed with some of 
the testimony already given before this committee by certain of your distin- 
guished colleagues, such as Senator Lister Hill, of Alabama. The impression I 
get from his testimony and the testimony of others leads me to suppose that there 
is little need for me to attempt any general endorsement of a TVA self-financing 
bill. Those I represet feel that the Congress of the United States in its wisdom 
will surely grant self-financing authority to this magnificent system. 

I would, therefore, wish the committee’s indulgence briefly to discuss one 
aspect of the plan as contained in S. 931, and that provided for in H.R. 3460. 

First, the point, therefore, on which I would like to address myself is the 
matter of power exchange agreements between TVA and other utility systems. 

Before getting into the specifics of the language of either bill on this point, 
however, I would like to invite the attention of the committee to the tremendous 
economies that can be effected by power exchange agreements and interchange of 
power between utility systems. In its beginning, our generation and transmis- 
sion cooperative, East Kentucky Rural Cooperative Corp., could not have come 
into being without the expenditure of many millions of dollars additional except 
for an interconnection with TVA which provided emergency standby power to 
the East Kentucky system. This enable East Kentucky to engineer its original 
system without the additional generating capacity which adequate public service 
requires to take care of breakdowns. The saving of these millions of dollars, we 
feel, has been passed on, and is being passed on to the farmers and rural users 
at 130,000 places in Kentucky. 

Quite an emphatic statement of how economies of interchange and intercon- 
nection work is contained in an article entitled “Cheaper Power Through Higher 
Voltages” by Katherine Hamill, in the June 1950 issue of Fortune magazine. 
The author was, of course, not concerned with advocacy of public or private 
power, but merely with the economies of interconnection of power systems, and 
of transmission of power at extremely high voltage levels. With your permis- 
sion, I would like to quote a part of two paragraphs of this article: 

“* * * where the lines are used to connect different systems, fewer generators 
are needed for reserve capacity. Even a very small reduction in equipment can 
mean big savings in a business where one turbine-generator unit may cost as much 
as $75 million. American Electric’s Sporn says that with careful planning of 
future development of generating capacity the 345-kilovolt interconnection of 
his company with Commonwealth Edison in Chicago may save each of the 
companies the installation of as much as 200,000 kilowatts of capacity. This 
would represent, at roughly $150 per kilowatt, a possible saving to each company 
of $30 million. 

* * * * * = s 


“Some electrical engineers dream of a nationwide grid of extra-high-voltage 
lines tying together all the great and small power systems of the country. 
This would allow full use of generating capacity, full efficiency of transmission 
lines and distribution systems. Hydroelectric power from western Canada, for 
example, might be carried to factories in northern California, and Los Angeles 
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might eventually get power from steam-generating plants located near the coal- 
fields of Utah, which are now uneconomical to exploit. If the whole country 
were linked together by extra-high-voltage lines, west coast generating plants 
could start up 3 hours earlier in the morning to help supply New York’s needs, 
and New York could pay back the west coast in the evening. 

The principles stated by this authority connect with the issue at hand before 
this committee to the extent that one or both of the bills for TVA financing may 
limit the right of TVA to exchange power and to provide mutual benefits to its 
own users and the users of the other interconnecting systems. Along this line I 
was much impressed with the remarks of Senator Lister Hill earlier in this 
hearing, when he emphasized the philosophy of cheap power by mass production 
and mass consumption fostered by TVA. Certainly this encompasses economies 
of extremely high voltage transmission and freedom of interchange. And cer- 
tainly it would be a shame to circumscribe TVA’s right and the rights of her 
neighbors to take advantage of the very lesson which Senator Hill so aptly says 
TVA has taught the entire world. 

Now, then, herein is it that I and those I am here to represent are concerned 
with the language of the Senate bill and the House bill. Preliminarily, may I 
say that we are much happier with the version of TVA self-financing as contained 
in 8. 931 than that of H.R. 3460. This bill, which you gentleman have previously 
accepted, S. 931, we believe adequately provides for the future needs of TVA 
and at the same time gives careful attention to the reasonable apprehensions of 
those who have been TVA’s continual critics. We do believe that in one section 
as a simple matter of punctuation and sentence structure, the wording might 
be slightly changed only to reflect more accurately what was the apparent con- 
gressional intent. 

May I invite your attention to the language beginning with line 18 on page 
2 of 8.931. This language reads as follows: 

“* @ * shall not be used, without prior approval by act of Congress, for 
the sale or delivery of power by the Corporation outside the counties which lie 
in whole or in part within the Tennessee River drainage basin or the service 
area in which power generated by the Corporation is being used on July 1, 
1959, except, when economically feasible, to serve the United States or agencies 
thereof or to interconnect with other utility * * *.” 

We feel that the foregoing language leaves some little uncertainty as to 
whether the phrase “except, when economically feasible,” goes with the language 
which precedes it or that which follows it. 

We think a careful reading of this language implies the intent of the Senate 
to have the exception go with the language following, and we believe it would 
be more clearly so interpreted if at the end of “1959” instead of a comma there 
were a semicolon, and the word “or” was inserted after the semicolon, so that 
the line would read “1959; or except, when economically feasible to serve * * *.” 

One other rather minor but similar matter relates to line 5 on page 3. This 
line, we believe, should have a period after the words “Tennessee Valley Author- 
ity.’ Thereafter should begin a new sentence with the words “It is further pro- 
vided that” and continuing therefrom with line 6 as it presently reads. 

The foregoing, though possibly purely rhetorical, we think will strengthen the 
indicated meaning of that part of S. 931 and will make it perfectly clear that 
TVA, after the passage of the bill, will have the right to interconnect with other 
utility systems for exchange power arrangements, and it will have the right to 
serve existing rural electric cooperatives in a manner which would, for example, 
accord with the request contained inthe testimony of Mr. Charles Stewart, pre- 
ceennnd anete respecting Warren Rural Electric Cooperative Corp. of Bowling 
Green, Ky. 

Now with regard to H.R. 3460, as I have said, it is our view that the language 
of this bill is not as sound as the language of the Senate bill. On the point of 
the right of TVA to enter into exchange power arrangements, under H.R. 3460 
we find on page 2, line 16, the provision that the facilities of the corporation 
“* * * shall not be used for the sale or delivery of power for use outside the 
service area of the Corporation as it existed on July 1, 1957, except when 
economically feasible for exchange power arrangements ‘with other utility 
Systems with which the Corporation had such arrangements on said date * * *.” 

We feel the foregoing language is susceptible of interpretation that the only 
exchange power arrangements that TVA can have in the future would be the 
exact arrangements in existence on July 1, 1957. There is some ambiguity in 
the language which might imply that any system which had an exchange power 
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arrangement with TVA on July 1, 1957, might make other arrangements; but 
such is not, we think, a necessary interpretation. 

Since East Kentucky Rural Electric has an interconnection with TVA, and 
now by interconnection of East Kentucky with the private system of Kentucky 
Utilities Co., it has, as a practical matter, several other points of interconnection 
with TVA, we are concerned that there be no freeze on the exchange power ar- 
rangements between East Kentucky and TVA, either directly through itself, or 
indirectly through Kentucky Utilities Co. 

To return to the language of H.R. 3460, it would appear to us that to restrict 
TVA in future provision of firm power outside of its present region is one thing. 
To restrict it from making any power exchange arrangements with a neighbor, 
which is economically feasible from the standpoint of both, is quite another. 
All electric utility engineering now recognizes, as the Fortune articie stated, the 
tremendous savings to all the public which result on both sides of an economically 
feasible power exchange arrangement. This, therefore, we urge upon this com- 
mittee, and upon the Congress, as the appropriate place to draw the line. 

And it is our view that line 18, on page 2, of H.R. 3460 should be stricken, 
together with the rest of the wording to the end of the sentence in line 21. To 
substitute therefor, we suggest the words “except when economically feasible for 
exchange power arrangements.” Thus the language would then read: “* * * fa- 
cilities of the Corporation shall not be used for the sale or delivery of power 
outside the service area of the Corporation except when economically feasible for 
exchange power arrangements.” 

These conclude my suggestions, and I thank you for the privilege extended me 
to appear. 


Senator Kerr. Mr. R. B. Wilson, president of the Mississippi 
Power & Light Co., Jackson, Miss. 


STATEMENT OF R. B. WILSON, PRESIDENT, MISSISSIPPI POWER 
& LIGHT CO. 


Mr. Wuson. Mr. Chairman, I have filed a prepared statement, but 


I believe I will save time if I stick to my prepared statement here. 

Senator Kerr. Why certainly. 

Mr. Wizson. My name is R. B. Wilson. I am president of Missis- 
sippi Power & Light Co., an investor-owned taxpaying utility which 
serves approximately 178,000 customers with electric service in 44 
counties in western Mississippi. 

My company was organized in 1923 and has played an important 
part in the economic growth of this area for the past 36 years and has 
increased its investment in facilities over $140 million during this 
time. 

I am here to give you my views on H.R. 3460 and S. 931 and to 
tell you how this proposed legislation affects our company and our 
service area of the State of Mississippi. 

Only a very small portion of Mississippi lies in the Tennessee Val- 
ley drainage area, as you can see from this map. Nevertheless, the 
TVA came into the State and served an initial area therein around 
1934. Prior to this time the entire State of Mississippi was served 
by two investor-owned public utilities and by a few municipal sys- 
tems. Little by little the TVA area has grown in Mississippi at the 
expense of the investor-owned utilities until at the present time it 
serves approximately one-third of the total area of the State. The 
two investor-owned utilities were ready, willing, and able to continue 
to serve the entire requirements of the people of the State of Mis- 
sissippi. 

The area which was relinquished to TVA was given up under 
threat of ruinous competition with subsidized TVA rates. In addi- 











938 REVENUE BOND FINANCING BY TVA 


tion to the area served completely by TVA, our service areas overlap 
TVA in 14 counties. 

True, the suppliers of TVA electricity in this overlapping area are 
REA oe but the TVA subsidized rates prevail and the co-ops are 
further subsidized by Government money and tax exemption. 

Consequently, we are constantly threatened with the loss of cus- 
tomers to this manifestly unfair competition. At the present time we 
are engs in a life or death struggle with a co-op supplied by sub- 
sidiz A power. 

This co-op, North Central Mississippi Electric Power Association, 
came into Soto, Tate, and Marshall Counties, in 1951 with the 
announced purpose of serving not only the rural area which was al- 
ready adequately served by our company with over 1,000 miles of 
rural lines, but also the municipalities in these counties as well. 

The transmission line from TVA mR Se boy co-op was financed 
by REA but is being purchased by ca which is another example 
of how the TVA service area can be ded. 

There are some 10 to 15 cases presently pending in the courts and 
before the Public Service Commission whereby we hope to protect 
this part of our service area from this unfair competition. 

We are realistic enough to believe that TVA is here to stay. As the 
utilization of electric energy increases in this area, the need for power: 
facilities of TVA will increase. 

These added facilities must of necessity be financed. I feel that 
the revenue bond method of financing is basically unsound ; neverthe- 
less, it becomes more palatable if the proper safeguards and controls 
are included, which I do not believe are accomplished by these bills. 

There is in all this a dangerous precedent which could easily spread 
to other industries. 

TVA now owes the people of this country for power facilities $1.6 
billion, which is the amount appropriated by Congress and the re- 
tained earnings of TVA. Our people are entitled to have this enor- 
mous sum protected. Under the provisions of this bill this indebted- 
ness will be rendered second and subordinate to the obligation of the 
new bonds. 

It is provided that $1.2 billion of this amount will be repaid over the 
astonishing period of 120 years. The TVA area should return this 
loan to the people of this country by payments to the Federal Govern- 
ment over a reasonable period of time and should in addition pay a 
reasonable rate of interest thereon. 

It is only logical that if the TVA belongs to all the people of the 
United States that the people as owners should have some voice in 
the management of it. 

The only practical way is through their representatives in Con- 
gress. I have never heard of the owners of a corporation turning: 
completely over to the management of the corporation carte blanche 
authority for everything. Yet this is exactly, to all practical pur- 
poses, what these bills do. 

Certainly the issuance of any securities should be subject, if not to 
Congress, at least to the Bureau of the Budget or the Treasury De- 

artment. 
4 As between my company and TVA there would be no real problem 
but for the differential in taxes and the cost of money. 
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Right now I would like to say that we have had relations with TVA 
for some several years. We interconnected with them at several 
points. We have had dealings with TVA, Mr. Chairman. 

I would like to compliment, though, the management of TVA be- 
cause I think they have done an outstanding job in the operation of 
that system. 

But there does exist a substantial differential in rates between our 
company’s customers and those of TVA because of the subsidies en- 
joyed by TVA and its distributors. 

The largest of these is the exemption from Federal income taxes. 
My company made provision last year for Federal income taxes in the 
amount of $4,079,000, which was over 13 percent of our general busi- 
ness revenue, 

If we had not had to set aside this amount to pay our taxes, our rates 
could have been reduced by this amount without any effect on our 
financial intergrity. And by applying these dollars in that to the 
classes of business and the utilization brackets where the greatest 
disparity exists, the effect would be even greater than might be indi- 
cated by this percentage figure. 

Industry is lured to the TVA area by low industrial rates. If these 
Federal taxes were eliminated and the savings applied to our indus- 
trial classification, rates to these customers he be reduced by 46 
percent. 

If applied to our residential and commercial customers using above 
160 kilowatt-hour per month, it would amount to approximately a 27- 
percent reduction. 

There are many points of view with regard to the payment that 
TVA makes in lieu of taxes, as well as similar payments made by its 
distributors. I have never heard of any payments in lieu of Federal 
income taxes. 

This is discrimination against the customers of my company and 
other investor-owned utilities. If certain customers are able to buy 
their electric service without the Federal income tax components, 
then they all should, and the least that should be done if this legisla- 
tion is passed is to remove these tax costs from our customers or add 
them to TVA and its distributors. 

TVA and its distributors enjoy other great advantages over the 
investor-owned utilities. The distributors are able to finance their 
capital requirements at very low interest rates, some as low as 2 
percent. 

TVA is, or under this bill will be, able to secure its capital require- 
ment using Government credit to raise practically 100 percent of its 
capital needs through the issuance of tax-free eile and the low 
interest rate inherent in its quasi-Government character. 

Senator Kerr. Is the witness of the opinion that under this bill 
the Tennessee Valley Authority can issue tax-free bonds? 

Mr. Wuson. I don’t think, sir, that they would be free from all 
taxes, 

Senator Kerr. I am talking about the issuance of the bonds: It is 
income or interest from which is tax free? 

Mr. Witson. It is my understanding, sir, that State income taxes, 
a they would be free from State income taxes and possibly some 
others. 
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On the other hand, the investor-owned utilities, usually under SEC 
or other Federal jurisdiction, are allowed to have only from 50 to 60 
percent of their capital in the debt category with interest rates at the 
present time from 5 to 514 percent. 

The balance of the needed capital has to be equity capital com- 

osed of preferred and common stock, which requires higher earn- 
ings with consequently high income taxes in order to be attractive 
to the investing public in competition with other industries. 

In addition, these companies are subject to a wide variety of State 
and Federal regulation from which TVA and its distributors are 
exempt. 

The result of this type of economic system—call it whatever you 
want—as compared with the investor-owned utilities which must col- 
lect and pay their full share of taxes, and the competitive cost of 
money, is a great disadvantage to the customers of investor-owned 
utilities. 

If Mississippi Power & Light Co. could finance its operations as 
does the TVA and its distributors, it would mean a savings of many 
millions of dollars to our customers. 

As to the area provisions of the bills, S. 931 would permit TVA 
suppliers to serve the remaining portion of 14 counties in our service 
area which we have been serving for over 30 years, and because of 
the difference in rates could force us to give up service to 33,000 
customers. The facilities involved represent an investment of $15 
million, or 14 percent of our total plant, and the revenue lost would 
amount on that to $4,500,000, or 15 percent of our total. 

Further encroachment could be possible under a liberal interpre- 
tation of this bill. It is obvious that with this threat hanging over 
our head that future financing of our company would, at the very 
least, be most difficult. 

H.R. 3460 does purport to limit TVA to its present service area 
insofar as Mississippi is concerned, although, as referred to previ- 
ously, our service area has been overlapped by the suppliers of TVA 
power and we will continuously be threatened with the loss of our 
customers in the overlapping areas. 

Certainly, if a revenue bond financing bill should be recommended 
to the Senate, the very minimum protection from losing a major 
portion of our system should be a strict area provision which would 
prohibit further expansion into our service area, and, in the interest 
of all the taxpayers of the entire country, some form of effective con- 
gressional control should be retained by the Congress, and their present 
investment should be protected in every respect. 

I respectfully suggest that you give serious consideration to amend- 
ing this proposed legislation to this extent. 

Senator Kerr. Thank you very much, Mr. Wilson. 

Paul H. Robbins? 


STATEMENT OF PAUL H. ROBBINS, NATIONAL SOCIETY OF 
PROFESSIONAL ENGINEERS 


Mr. Rossins. Mr. Chairman, I have a prepared statement which is 
available to the committee, but with the permission of the committee 
I would like to read it and perhaps interpolate. 

Senator Kerr. All right, sir. 
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Mr. Rosstns. My name is Paul H. Robbins. I am the executive 
director of the National Society of Professional Engineers with head- 
quarters in Washington, D.C. The society is a nonprofit membership 
organization composed of profesional engineers engaged in virtually 
all branches of the engineering profession, each of whom is registered 
under applicable State engineering registration laws. The society’s 
50,000 members are affiliated through 50 State and territorial societies 
and approximately 375 local community chapters. at 

I would like to insert here, if I may, that we are taking no position 
with the basic content of this bill. We are concerned only with one 
facet of it, this facet occurring in section G beginning at the bottom of 
the page and specifically the wording at the top of page 12. 

For many years now the national society has been seriously con- 
cerned over activities of TVA which have constituted the rendition 
of engineering services, without charge, outside of the direct province 
of TVA and in competition with private consulting engineers. These 
activities have not been concerned solely with property or facilities 
that TVA intends to lease or purchase; rather, they have been per- 
formed for a variety of clients whose only connection with TVA is 
that they, like all of us, utilize electric power in varying degrees and 
under diverse circumstances. 

We have in our files many specific cases of TVA performing con- 
sulting engineering services in competition with private consulting 
engineers, and for illustrative purposes, I would like to discuss several 
of the more glaring examples at this point: 

1. I have here in my hand a copy of an engineering design, com- 
plete with blueprints, for an electrical system for a privately owned 
processing plant of a produce company in Alabama. 

There is a notation on the blueprint as follows: “prepared by 
Electric Dept., Tennessee Valley Authority.” 

On the basis of these plans, the national society asked TVA Chair- 
man Herbert D. Vogel to indicate TVA’s policy and authority in 
providing engineering services to private persons or firms. General 
Vogel’s reply was, in substance, the TVA provided a customer service 
program through the local distribution systems similar to that of 
private utilities, involving a— 
small group of TVA employees engaged in rendering assistance * * * in solving 
problems in such fields as lighting, space heating, wiring, commercial cooking, 
and refrigeration and industrial power applications. 

2. A consulting engineer in Mississippi was retained by a local 
architect to perform the electrical engineering design for a local pub- 
lic school building. The day before he was to visit the site the ar- 
chitect called and said the engineer’s services would not be needed 
because TVA was offering the service free. 

In this case the professional engineer called the matter to the atten- 
tion of his Congressman and in due course was notified that TV A’s 
defense was that the locally owned powerplant which would service 
the school uses TV A power, and that the electrical engineers were not 
paid by the taxpayers but that they were paid by the consumers of 
TVA power. They insisted further that since a portion of the reno- 
vation project had to do with electrical planning these engineers 
were doing no more than would be done by engineers of private con- 
sumers. 
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3. The mayor of Oxford, Miss., sent a letter to local electric cus- 
tomers stating that the city had engaged the services of the TVA 
engineering department “to do something about air conditioning.” 
Customers were urged to act early before the hot weather set in be- 
cause the— 
demand for this service may be so great that these engineers may not be able 
to get around to serve you as soon as you may want them. 

Plans and specifications for the installation of air conditioning were 
to be secured by filing an application at the local office. The letter 
particularly emphasized that— 
the services of these engineers are available at no cost to you for any engineer- 
ing needed in connection with electric wiring layouts, electric power, electric 
heating, electric refrigeration, as well as air conditioning. They are quali- 
fied registered engineers. 

4. I also have here with me today a set of plans for a residential 
heating and air-conditioning installation for a housing development. 
In the title block in the lower right-hand corner appears this state- 
ment: “Prepared by Research and Demonstration Branch, Tennes- 
see Valley Authority.” 

We believe it patently clear from these examples that I have just 
mentioned that TVA engineers have been and are continuing to per- 
form consulting engineering services for private individuals and 
firms. It is also clear that these examples represent nothing more 
than the blatant fact that federally employed engineers are com- 
peting with private consulting engineers by providing, without charge 
to the customer, the type of service sneulity supplied by independent 
consultants. 

Qur concern over this federally sponsored interference with the 
private practice of consulting engineering relates directly to one aspect 
of the bills under consideration by this subcommittee. Your atten- 
tion is invited to the following language appearing at page 12, lines 
1 and 2 of S. 931: “may perform engineering and construction work 
and other services, * * *.” 

This provision, which would authorize TVA to perform engineer- 
ing services in connection with the construction of a generating plant 
or other facilities in which TVA has any interest whatsoever, would 
in reality, permit TVA to furnish engineering and design-services for 
any private enterprise or local agency which was to build and operate 
facilities with a tie-in to TVA operations. 

In order to acquaint the subcommittee with the full implications 
of the language in these bills, may we direct your attention to the 
record of hearings on Senate bill 2373, 84th Congress (pp. 207-215). 
That proposal was substantially similar to the bills currently under 
discussion, and contained identical language authorizing TVA to 
perform engineering services. 

pyseng she course of those 1955 hearings, it was pointed out by 
Senator Hruska that the engineering services which TVA would be 
permitted to perform would not necessarily be limited to facilities 
which TVA expected to acquire, but could be provided as well if 
merely the purchase of the output of a plant was intended. 

In addition, referring once again to the 1955 hearings on S. 2373, 
it was pointed out in answer to the TVA contention that the provision 
in question would contemplate the providing of only those engineering 
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services necessary to os the right kind of plant to be built on 
the right schedule and in an economical way, that TVA was arro- 
gating to its own engineering staff something superior by implying 
that no one else in the profession could perform these engineering 
functions. 

It is our belief that the broad grant of authority to TVA which 
these bills would provide by allowing TVA to render engineering 
services for others, constitutes an unwarranted interference with the 
normal functions and operations of private consulting engineers who 
have been and are available for the rendition of such normal pro- 
fessional activities. 

Furthermore, the language appearing at lines 1 and 2 on page 12 
of S. 931 would sanction engineering activities, of the type we men- 
tioned earlier, which are precently being carried out in our opinion 
without statutory justification. 

We believe and we think the members of the subcommittee will 
agree, that the Federal Government should not compete with its own 
citizens in the furnishing of material or services to non-Federal 
agencies or persons, except under the most extreme or emergency 
conditions. 

Such extreme or emergency conditions which would justify the 
assumption of this broad authority by TVA do not exist, and thus 
there can be no justification for the rendition of engineering services 
by the Federal Government when private firms are available and 
competent to perform identical work. 

Therefore, it is imperative that in order to maintain and strengthen 
the private enterprise system which has made this country so power- 
ful and prosperous, we keep the Federal Government out of pursuits 
which are normally provided by private organizations or individuals; 
particularly with respect to the independent practice of the profes- 
sions. 

A further reason for not granting TVA the authority to render en- 
gineering services to outside parties is that the offer and furnishing 
of professional engineering services is subject to the State engineer- 
ing registration laws which are in existence in every State of the 
United States and its territories and possessions, as well as the Dis- 
trict of Columbia. 

Theee State laws provide for the registration of qualified pro- 
fessional engineers under strict standards in order to protect the 
public health, safety, and welfare, and they make it unlawful for any 
person to offer and perform professional engineering services who 
has not complied with and registered under the appropriate State 
law. 

While TVA could perform engineering services for itself, and the 
Federal Government, as a superior entity to State laws, could perform 
engineering services for itself, a completely different situation is 
presented when there is an undertaking to perform services for third 
parties. 

The grant of authority as contained in these bills would conflict 
with the State engineering registration laws, as it is certain that TVA 
as a Government corporation is not licensed under any of the State 
laws to offer and perform professional engineering services for others. 

It has been claimed that the reference to engineering services in 
these bills is confined to the facilities which would become a part of 
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~ TVA power system as a result of the increased revenue from bond 
ancing. 
This, elaine does not tend to lessen or detract from the fact that 
‘TVA still would be rendering engineering services to outside parties 
whose only connection with TVA is that TVA might purchase the 
output from such plant or other facility. 
enator Hruska further suggested that TVA would be getting on 

tenuous ground— 
when you are buying the output of a plant and use that as a vehicle for saying 
that you are sufficiently interested in it so you can override and, in effect, 
nullify State laws which govern engineers and the practice of engineering. 

At page 215 of the published 1955 hearings on S. 2373, Senator 
Kerr, you did suggest that the phrase “or for the purchase of the 
output thereof” be eliminated from the grant of authority as con- 
tained in the bill. 

The sentence then would read— 
In connection with the construction of a generating plant or other facilities 
under an agreement providing for lease or purchase of said facilities or any 
interest therein by or on behalf of the Corporation, the Corporation 
may = 
and so forth. 

However, there would still remain the phrase: “Or any interest 
therein by or on behalf of the Corporation,” which establishes a very 


broad test to determine the degree of TVA connection with any plant 
or facility so as to justify the rendition of engineering services by 
TVA as authorized in the bill. 

The National Society of Professional Engineers questions the 


necessity of the grant of engineering authority to TVA in view of the 
practices of other Federal agencies which permit parties with whom 
these agencies contract to procure their own private engineering serv- 
ices in connection with contemplated projects. 

We refer specifically to the former lease-purchase program whereby 
private groups financed and constructed buildings which the Federal 
Government occupied under a long-term, lease-purchase arrangement. 

In these situations the groups constructing these buildings engaged 
the services of private engineering firms, without Federal inter- 
ference. 

Such arrangements occurred in connection with a contract which 
involved a closer tie-in to the Federal Government than merely the 
purchase of the output of a plant or other facility. 

If the Federal Donan did not deem it necessary or indis- 
pensable to provide engineering services in connection with the lease- 
purchase of Federal buildings, we fail to recognize the absolute 
necessity for TVA to impose its engineering services on those plants 
or facilities from which TVA merely contemplated purchasing the 
output. 

Gretatings along this line were asked of Mr. Wessenauer by Senator 
Hruska at the 1955 hearings. The Senator inquired: 


* * * What would you think of this letter of the National Society of Engineers 
if the situation was one in which you agreed to buy the output of some generating 
plant? You would then go in there and do all the planning, engineering, and 
designing for the company that was going to build that plant. Would that not 
be invading the province of the professional engineer and the planners who are 
represented in the National Society of Professional Engineers? 
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If we may interject to reply to the Senator’s query, our emphatic 
answer would be that such activities of TVA vou definitely be 
invading and interfering with private professional engineers who are 
competent to render services identical with those offered by TVA. 

The National Society of Professional Engineers does not wish to 
indicate any opinion on other aspects of these bills, but it is felt that 
the authorization for TVA to provide engineering services outside of 
its own organization would be a serious intrusion by a Federal agency 
into private professional practice and would be at variance with the 
letter and spirit of existing State laws. 

We urge, therefore, that the subcommittee delete the authorization 
discussed here today which appears on lines 1 and 2, page 12, of the 
subject bill, and thus indicate its faithful adherence to the principles 
of noninterference by the Federal Government into private profes- 
sional pursuits, and compliance with existing State laws, which are 
designed to protect the public’s life, health, and property. 

We want to thank the subcommittee for allowing us an opportunity 
to present our views on this subject, and we stand ready to render such 
further assistance as the subcommittee may desire. 

Senator Kerr. Thank you, Mr. Robbins. 

Senator Ranpotew. Mr. Chairman. 

Senator Kerr. The Senator from West Virginia. 

Senator RanvoteH. Mr. Robbins, I note that on page 2 you mention 
the mayor of Oxford, Miss. 

Mr. Rosstns. Yes, sir. 

Senator Ranpotrw. And the fact that he sent a letter in which he 
says that the community had engaged the services of a TVA engineer- 
ing department. 

Mr. Rossrns. Yes. 

Senator Ranpotex. They were to do something about air condi- 
tioning? When you use the word “engage” do you mean that these 
engineers from TVA were hired, were paid, or were just brought in 
and used ? 

Mr. Rossrns. I am afraid, Senator, that I have not checked on it, on 
the degree or the contract which was existing there. I have the letter 
before me, and an exact quote of the mayor’s wordage: 

The city of Oxford has engaged the services of the TVA engineering depart- 
ment for doing this type of engineering. 

We have assumed that it is the same kind of thing as the other ex- 
amples were whereby it is a customer service which TVA was offering. 

Senator Ranvotru. I believe, Senator Kerr, that when that termi- 
nology is used 

Senator Kerr. Contractive employment is inferred. 

Senator Ranvotreu. That is correct. 

Mr. Rossrns. I would assume that this is the kind of an arrange- 
ment whereby the city has said in effect, “We have arranged with 
TVA to do this for you.” 

They go on further as I indicated to say that “this will be free for 
you,” so it apparently was an offer on the part of TVA to do on behalf 
of the citizens of the city of Oxford. 

Senator Kerr. Thank you, Mr. Robbins. 
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STATEMENT OF S. E. BURT, COAL INDUSTRY, WASHINGTON, D.C. 


Mr. Burr. Mr. Chairman, my name is Sherman Burt. I am coun- 
sel for the association and I want to apologize for Mr. Bayfield who 
had a previous commitment in Ohio. He tried to get back but he has 
not been able to return. 

I would like to preface the prepared statement he has submitted 
here and then submit it for the record or read it for the record if 
that is permissible and that will be the total of our coal industry 
presentation. 

Senator Kerr. You may do as you wish about that. What is your 
name? 

Mr. Burr. Sherman Burt. 

Mr. Bayfield was the spokesman for the coal industry that includes 
all of the coal industry and the United Mine Workers in the hearings 
before the House on the two proposals on this legislation, and his 
statements there reflected the position of the coal industry at the time 
there had been no proposed area limitation submitted by Congress- 
man Vinson, and, of course, prior to your statements several times 
today of your position on the matter. 

Tienes, in preparing this statement for Mr. Bayfield which he 


was going to present, we had not included any references to those 
matters which were previously presented at the House hearing. In 
the presentation that Mr. Bayfield had prepared here, he limited 
himself primarily to the problem that we have presented in a number 
of instances by our coal companies to the Senators, I think Senators 

Redeem the position of the coal industry 


on the committee and others 
is that TVA’s attitude in its coal-purchasing policies and practices 
has become extremely destructive of the economic health of the coal 
industry in some of its ways and means of procuring the coal and 
fuel, and in Mr. Bayfield’s presentation he spells out two examples 
for the purpose of explaining and exposing what we consider the 
methods that have been most injurious to our industry, and it if it 
permissible, I would read his statement or I would ask your serious 
consideration of reading it as part of the record. 

Senator Kerr. I have suggested, Mr. Burt, that you decide that. 

Mr. Burr. I would prefer to read it, Mr. Chairman and then it 
will be clear in the record. 

Senator Kerr. I have been waiting for you to start doing that. 

Mr. Bort. Speaking for Mr. Bayfield I would state as he states 
that he is executive vice president of the American Coal Sales Asso- 
ciation. I am appearing here not only as the representative of the 
American Coal Sales Association, but in addition, the National Coal 
Association, the Southern Coal Producers Association and the United 
Mine Workers of America. 

At the outset, I want to make it perfectly clear that the coal in- 
dustry is not opposing the request of TVA for capital funds to con- 
struct necessary additional steam generating plants to fulfill the ex- 
panding power needs of the territory it now serves. 

Whether such funds are to be raised by appropriations or bonds is 
a governmental problem; however, there are other features of the bill 
that concern us greatly. 
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Our industry has a very vital interest in the pending legislation 
because of the fact that the TVA is the largest single consumer of 
bituminous coal in the world. 

In the calendar year 1958 it purchased approximately 20 million 
tons of coal, or 5 percent of the total bituminous coal produced in the 
United States in that year. Contrary to statements which may have 
been made here or in proceedings before other committees of the 
Congress, the coal industry vigorously objects to the purchasing poli- 
cies and procedures of TVA. 

Its practices, which are destructive to say the least, would be bad 
enough if confined to TVA’s purchases. Unfortunately, because of 
TVA’s size and competitive position, the effect of TVA’s actions goes 
far beyond the cule of its operations. Its successful efforts to 
drive down the price of coal to unrealistic and uneconomic levels has 
set up a chain reaction which has depressed the prices paid by other 
utility companies and general industrial consumers. 

It is our considered opinion that the purchasing methods of TVA 
have contributed more to the degradation of the coal industry’s eco- 
nomic status than any other single factor. 

In this connection permit me to point out that of all major indus- 
tries in the United States, bituminous coal has the lowest return both 
on the basis of capital investment and dollar sales. 

In view of this situation we are naturally alarmed at the prospect 
of TVA being permitted—in fact, invited—to expand its operations 
beyond its present ope service area, and we strongly urge 
the Senate to confine TVA to its present boundaries. 

To describe in detail the method by which TVA buys its coal and 
to enunciate the various ramifications of that policy, together with 
its evil results, would literally take days. I shall, therefore, briefly 
outline its buying policies and cite two specific examples in support 
of our position on this bill. 

TVA buys 75 to 80 percent of its requirements under what it calls 
term contracts. These contracts extend anywhere from 6 months to 
as long as 10 years. The balance of its coal requirements are pur- 
chased weekly on spot orders, the delivery of which is to take place 
within a period of 30 days. 

All coal is purportedly bought on the basis of competitive bids, 
with TVA the sole arbiter of how much or how little it will buy of 
the coal for which it advertised. 

While the spot tonnage is the minor part of TVA’s purchases, it 
is the major factor in the establishment of price levels. The over- 
whelming number of suppliers of coal on these spot orders are small 
mines, generally not subject to the requirements of the Walsh-Healey 
Public Contracts Act. 

Since they are not required to ey with the minimum wage 
standards established by the Secretary of Labor or the safety stand- 
ards, also an integral part of the Walsh-Healey Act, they are in a 
position to, and do, offer coal to TVA at prices substantially below 
those at which coal can be pe sold by a coal company paying 
at least the wages prescribed by the Secretary of Labor and observing 
the other requirements of the Walsh-Healey Act. 

Unfortunately, these deflated prices are and have been used as a 
yardstick by TVA for measuring the price acceptability of coal of- 
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ered by established coal companies with millions of dollars invested 
in their plants and properties, companies which pay substantially 
higher wages, contribute to the United Mine Workers Welfare Fund, 
and maintain the safety standards required by the mine safety code 
of the Department of the Interior. 

You may well ask why such coal companies would even attempt 
to offer coal at prices competing with these small mines. 

The answer is a simple one. Economic pressure. It is no secret 
that the coal industry’s capacity to produce is approximately 50 per- 
cent greater than the demand for our product. Thus the pressure 
to operate coal mines by increasing sales is enormous. As a result, 
TVA has been able to drive down the price below that which would 
return a fair profit to the established and eine Soap producing 
ete by forcing them to compete with what we refer to as 
doghole operations. 

he procedure for doing this is simple since it receives bids and 
makes awards each week. If TVA does not like the price, it re- 
jects the bid, anticipating that the supplier will lower the price next 
week. 

This is repeated week after week as long as necessary to force down 
the price to a level they will consider. These prices are then used 
as a yardstick for the purchase of coal on term contracts. 

This is true despite the fact that none of the small producers oper- 
ating outside the Walsh-Healey Act are in a position to compete on 
the term business, for in order to retain their exemption from the 
Walsh-Healey standards they must confine their sales to units of 
less than $10,000. 

Permit us to give you one example of the type of thing that goes 
on in TVA spot coal buying. For a number of years TVA has 

urchased substantial quantities of spot coal from the Capitol Coal 
icles Co. of Chattanooga, Tenn. This company has sold coal in its 
own name to TVA and has also sold coal in the capacity of sales 
agent for various individual operators. In 1957 the Secretary of 
Labor cited Capitol Coal Sales Co. and others for alleged violation 
of the Walsh-Healey Act. After full hearing the Examiner recom- 
mended that Capitol be placed on the ineligible list prepared for 
Government procurement agencies. 

The Examiner’s recommendations were affirmed by the Adminis- 
trator of the Division of Public Contracts of the Department of 
Labor on the 12th of July 1957. 

Thereafter, Capitol Coal Sales sought to enjoin the Administrator 
from putting into full force and effect the decision to declare this 
company ineligible for doing further business with the Government. 

The U.S. District Court of the District of Columbia on July 18, 
1958, granted the petition for an injunction pending final adjudica- 
tion of the case on its merits, with the proviso, “that it is agreed that 
plaintiffs will not enter into any governmental contracts during the 
pendancy of this action.” 

Despite the findings of the Administrator of the Division of 
Public Contracts, despite the agreement made with the U.S. court 
by this company in obtaining an injunction in the case, TVA has con- 
tinued each month to purchase coal from Capitol Coal Sales Co. as 
sales agents for individual operators. 
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Since August 1, 1958, following this court order, up until May 1 
of the current year, TVA has purchased almost 200,000 tons of coal 
from Capitol as agent for approximately 100 different so-called 
mines. 

Only one producer has furnished as much as 10,000 tons of this: 
total, and half of the mines have supplied less than 1,000 tons each 
over the full 9-month period. When these facts were brought to the 
attention of the Directors of TVA, they categorically denied that the 
agency was doing business with Capitol Coal Sales as such. 

It would seem to us that a Government agency such as TVA would 
bend over backwards to obtain its supplies from companies scrupu- 
lously observing the requirements of Federal laws. We allege, on 
the basis of this particular case, and others, that TVA is seeking by 
any and all means to establish a price level for bituminous coal on 
the basis of low cost operations of small mines paying substandard 
wages and disregarding approved safety standards. 

Now we would like to present for your information an example 
of TVA’s term contract purchasing practices. On May 9, 1957, 
TVA opened bids for term contracts for as long as 10 years. 

The low bidder under this invitation was the Tennessee Products 
and Chemical Corp. Its offer was contained in a lengthy and compli- 
cated, document. Coal was offered for a period of 10 years at a base 
price, with stipulations that after a specified period of time there 
would be a price reduction based on a projected increase in production 
per man-day at the mines. 

After a further period of time an additional price reduction was 
quoted on the basis of another contemplated increase in productivity, 
and still a third price reduction was offered based on a still further 
increase in productivity. 

At the time the bid was submitted this company did not have in 
operation facilities to produce the quantity of coal offered to TVA. 
It proposed to develop the mining properties if awarded the con- 
tract, and if you please, gamble on its ability to attain the productivity 
per man-day specified in the contract and on which the price reduc- 
tions were predicated. 

Responsible coal companies with existing production facilities ade- 
quate to provide the necessary quantity coal, submitted competitive 
bids. These companies know what it costs to produce coal. They 
know the limits of productivity per man-day in the mines which they 
operate. Under TVA’s system these companies were forced to com- 
pete with a developmental property on which the owners were willing 
to speculate that they could fulfill the requirements of their offer. 

This is not all. After the bids were opened and before the award 
was made to Tennessee Products and Chemical Corp., the officials of 
TVA negotiated with the officials of Tennessee Products for even 
more favorable terms than those specified in the bid, and in order to 
obtain the contract the company accepted the terms laid down. 

_ When this award was protested by us we were advised by General 
Vogel, Chairman of the Board of TVA, that while— 
negotiating a contract with a company that is not low bidder would violate the 


legal requirements of competitive bidding; on the other hand, negotiations with 
a low bidder may be very much in order. 
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The final contract is a very long and complicated document. which 
has many amazing clauses in it. 

However, I would like to call your attention to just one of the 
clauses. 

There is a provision which says that within 3 months after issuing 
the contract the producer shall submit to TVA detailed plans for the 
mechanization of his operations in order to increase productivity ; 
and then the amazing statement that TVA will denote its approval 
or disapproval of the producers’ plan based upon whether or not TVA 
considers the plan feasible and realistic. 

In other words TVA not only contracts with this producer to 
furnish coal at prices less than those submitted, in the bid, but it also 
panne to tell him how he is to operate his coal mine. 

If TVA disapproves the operating plan the 10-year contract will 
be terminated at the end of 1 year follonthar the original shipments 
and with it will go the investment in equipment made in an effort to 
achieve the mechanization and productivity demanded by TVA. You 
gentlemen who are lawyers, I believe, will find this one of the most 
one-sided contracts in your experience, and you may well ask why 
anybody in their right mind would agree to such terms. The answer, 
gentlemen, is very simple.. TVA purchases over 70 percent of the coal 
produced in the State of Tennessee, so if you do not sell to TVA you 
are out of business. 

The economic stranglehold which TVA has over the coal industry 
of Tennessee is greater than anything ever dreamed of by the private 


monopolies of the last century, whose activities led to the passage of 
our antitrust laws. 


All coal producers figuratively have a gun at their heads when 
trying to sell coal to this governmental agency. Is it any wonder 
that we are opposed to any expansion of TV A’s territory which would 
permit these purchasing policies to be extended ? 

As a substantial taxpayer, the coal industry is also concerned with 
the fiscal a, of our Government. For this reason we strongly 

a 


support what we understand is the position of the administration that 
this es oven should carry necessary Treasury Department controls 
over the issuance of bonds by TVA, and budgetary controls by the 
Bureau of the Budget over TVA expenditures. 

We are confident that you gentlemen are fully cognizant of this 
problem and we are equally confident that you will handle it in a 
manner which is most conducive to sound fiscal policies. 

In conclusion again let me urge you not to compound the coal in- 
dustry’s problems with TVA by permitting it to extend its service 
beyond its present geographical limits and for the sake of everyone, 
we beg you to retain all your authority and supervision over its 
operations. 

That, Mr. Chairman, is the prepared statement of Mr. Bayfield, and 
subject to what I had, preceded by the explanation we had before, 
that would conclude our coal industry presentation. 

Senator Kerr. Fine. 

Now, Mr. Burt, do you have an additional statement other than 
that? 

Mr. Burr. No, I haven’t. 

Senator Kerr. The Senator from West Virginia. 
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Senator Ranvoten. Mr. Chairman, I have a feeling which I share 
with Senator Cooper, of Kentucky, that this is a very important 
matter, especially to coal producing States such as we represent. 

Senator Cooper expressed the hope that the Tennessee Valley Au- 
thority representatives would place in the record an explanation of its 
purchasing policies with respect to coal, based upon the complaint 
which has been made, and others which have been brought to our 
attention. 

I feel that these procurement practices may be bad and not within 
the scope of the law as set forth under the Walsh-Healey Act. 

Senator Coorrer. May I say that I support TVA and have supported 
it. But I have to say that I have received continuous complaints 
from coal producers Me the practices of the Tennessee Valley Au- 
thority in its coal purchases. I have asked several times for explana- 
tions of their coal-purchasing program, and their reports have always 
appeared regular. ; ; 

I would suggest, Senator Randolph, it might be appropriate to ask 
TVA to answer specifically the issues suggested in the testimony with 
respect to two contracts which we have heard today. Will you agree? 

Senator Ranpoten. Yes, I do, sir. 

Senator Coorer. Will you join with me in asking for an explana- 
tion of these two contracts, the Tennessee Products & Chemical Corp. 
and the Capital Sales Co. ? 

Senator Ranpoten. Yes, Senator Cooper, I would join in that re- 

uest, 
, Mr. Burr. May I add, Senator, that all of the data that we have 
referred to here comes from TV A’s records, their own official records, 
except for the court order, of course. 

Thank you, Mr. Chairman. 

Senator Case. In your experience, has the private utility field 
dealt on a different basis with the coal situation ? 

Mr. Burr. Our experience is that we haven’t had the type of pro- 
curement practices applied by private enterprise in the way they 
have been doin it here; no, we have not had that experience, in my 
understanding and knowledge. That is why in general the coal in- 
dustry is quite upset about it, to be truthful. 

Senator: Kerr. I believe representatives of the TVA are here. I 
am sure they have heard this statement. 

Gentlemen, is there any reason why the committee could not be 
supplied with a statement by the appropriate personnel in the TVA 
management circle addressing themselves to this statement and pre- 
senting us with whatever their reactions and conclusions are with 
reference to it, giving specific consideration to the accuracy of the 
statements made by the witness? 

I make that suggestion not with any presumptive interpretation, 
but if the statement by the witness would convict the TVA of any 
violation of its responsibility, even though the statement is true, I 
pass no judgment on that: I merely ask, in response to the suggestion 
by the Senator from Kentucky and the Senator from West Virginia, 
that the TVA be given the opportunity to present the specific facts 
with reference to the allegations in this statement. 


42058— 59——-17 
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STATEMENT OF G. 0. WESSENAUER, MANAGER OF POWER, 
TENNESSEE VALLEY AUTHORITY 


Mr. Wessenaver. Mr. Chairman, the TVA would be glad to elabo- 
rate on this question to whatever extent the committee would like. We 
will submit the detailed statement. We have men here today who are 
familiar with our whole procurement policies, and they would be 

lad = take the witness stand and respond in any way, if that is 

esired. 

Senator Kerr. Well, the hour is late. I believe the request made was 
for the TVA to submit a statement on it. And if that could appro- 
priately be done the committee would be grateful. 

Mr. WessenAver. We will do that, sir. 

And if our response does not completely answer the questions of 
any members of the committee, we would appreciate hearing further 
from them so that we can be certain that we have met any question 
which they may have in mind. 

Senator Kerr. I will presume, speaking for the gentlemen, that 
they will respond to that suggestion. 

Now, I would like to ask this question. What is the largest coal 
using plant in the valley ? 

Mr. Wessenaver. The largest coal using plant in the valley is 
the Kingston steamplant west of Knoxville. 

Senator Kerr. And how much coal does it use? 

Mr. Wessenaver. About four and a half million tons, sir. Our next 
largest plant—— 

Senator Kerr. Four and a half million tonsa year? 

Mr. Wessenaver. Yes. And our next largest plant is the Shawnee 
plant just west of Paducah, Ky., which uses almost that much coal. 

Senator Kerr. Now, as a matter of information, how much water 
is required by each of these two plants in their operations ? 

Mr. Wessenaver. I don’t have an exact figure, Senator, but it is 
something in the order of magnitude of that required by New York 
City. I could give you the precise figure for the record later. 

Senator Kerr. I just wanted it generally. I had heard the state- 
ment made that one or more of the steamplants in the valley used 
each approximately as much water daily as is required to furnish the 
city of New York, and I wonder first if that statement is accurate, 
and second, if we could be supplied with information as to what the 
quantity is, and then the application of it to the city of New York 
as to whether or not it meant both industrial and domestic consumption 
in the city of New York, or just the domestic consumption. 

Mr. Wessenaver. I believe it is the entire requirements of New 
York, Senator. I will put in the record the exact figures for each 

ant. 

” (The information requested is as follows :) 

In a statement to the Senate Public Works Committee presented for Mr. 
W. W. Bayfield, executive vice president of the American Coal Sales Association, 
by his attorney Mr. Burt, TVA’s coal-purchasing methods were attacked as de 
structive of the coal industry. The statement alleged that TVA’s methods 
“drive down the price of coal to unrealistic and uneconomic levels.” In support 
of the allegations two cases were cited. One related to purchases by TVA of 
spot coal under contracts with producers for whom the Capitol Coal Sales Co. 
is acting as an agent. The other was a term contract entered into by TVA with 
Tennessee Products & Chemical Corp. 
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Mr. Bayfield’s allegations are without foundation, and the two examples cited 
jn no way support his position. 


TVA’S COAL-BUYING POLICIES 


In buying coal, TVA follows the basic principle applicable to Government pro- 
curement generally, and to TVA procurement specifically under section 9(b) 
of the TVA Act—namely, competitive bidding. TVA encourages all mines within 
economic reach of its steamplants to compete for coal purchase contracts, and 
enters into contracts with the lowest responsible bidders whose bids meet its 
specifications. In so doing, TVA cannot and does not discriminate in favor of 
large mines or small mines, union mines or nonunion mines, or mines in one 
State as compared with mines in another State. 

About 80 percent of the coal needed by TVA is bought under term contracts, 
most of which are for terms of from 1 to 3 years. Bids on such contracts are 
invited three to five times each year, thus affording suppliers frequent oppor- 
tunities to bid in accordance with their judgment of probable future market 
conditions, and to offer all or part of their available production. 

Spot purchases comprise a minor but but important part of TVA’s coal 
supply. Such purchases are for a term up to 4 weeks selected by the bidder 
and may be for any quantity from a carload up. Purchases are made weekly. 
Spot coal purchases offer new suppliers and TVA a convenient ground for gaining 
experience with each other, and for TVA to learn about the abilities of prospec- 
tive term coal suppliers. Many of the suppliers now holding term contracts first 
sold TVA spot coal. Spot purchases are also useful for adjusting TVA’s coal 
intake to short-term fluctuations in need for coal. 

The ratio of TVA’s spot coal purchases to its total coal purchases accords 
closely with the fuel purchasing policies recommended by the Advisory Commit- 
tee on Dnergy Supplies and Resources Policy in its report to the President of the 
United States dated February 26, 1955. 

Contrary to the impression given in Mr. Bayfield’s statement, spot coal prices 
are not used by TVA as a measure of the prices it should pay for term coal. 
TVA normally expects to pay more for the assured availability of term coal 
than for spot coal, and generally does. The price differential varies from time 


to time and from one supplier to another. At present TVA is paying approxi- 
mately 30 cents per ton more for term coal than for spot coal in one supply area, 
and over 60 cents per ton more in some other areas. Obviously, such differentials 
would not exist if the allegation were correct. 


THE WALSH-HEALEY ACT 


Under the Walsh-Healey Act, the Secretary of Labor prescribes the minimum 
standards as to wages, hours, and working conditions which are to prevail in 
establishments supplying the Government on contracts exceeding $10,000. Con- 
trary to the implications of Mr. Bayfield’s statement, well over half of the spot 
coal TVA buys is on contracts exceeding $10,000, and is therefore subject to 
the act. Moreover, many companies selling spot coal to TVA in amounts less 
than $10,000 hold other Government contracts in amounts greater than $10,000 
and are therefore subject to the act. All TVA term coal purchases are in 
amounts exceeding $10,000. In all, between 90 and 95 percent of the coal TVA 
buys is from companies holding Government contracts in excess of $10,000, and 
which are accordingly subject to the Walsh-Healey Act. 


CAPITOL COAL SALES CO. 


TVA has not entered into any contract to purchase coal from Capitol Coal 
Sales Co. since 1956. TVA does purchase coal under contracts with other com- 
panies which have designated Capitol Coal Sales as their sales agent. 

While the Administrator of Public Contracts, Department of Labor, found in 
1958 that Capitol Coal Sales had violated the Walsh-Healey Act, Capitol Coal 
Sales obtained an injunction from the U.S. District Court for the District of 
Columbia prohibiting inclusion of Capitol Coal Sales in the list of firms ineligible 
for future business with the Government. As Mr. Bayfield stated, the order 
granting the injunction contained a proviso “that it is agreed that plaintiffs will 
not enter into any Government contracts during pendency of this action.” This 
proviso, however, clearly applies only to contracts entered into by Capitol Coal 
Sales Co. as principal; we understand that it was not intended to affect Capi- 
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tol’s right to act as sales agent for other coal companies having Government 
contracts. The Department of Labor has been fully advised of Capitol’s desig- 
nation as an agent for some of TVA’s suppliers, and has raised no question as 
to the propriety of its doing so under the order. Certainly the attorneys repre- 
senting the Department of Labor and the Department of Justice in the court 
action could ask the court at any time to prohibit Capitol Coal Sales from act- 
ing as sales agent if they thought that was the intent of the order. TVA ob- 
viously is in no position to perform functions of the court. 


TENNESSEE PRODUCTS & CHEMICAL CORP. 


As Mr. Bayfield’s statement concedes, the contract with Tennessee Products 
& Chemical Corp. was entered into following its submission of one of the low 
bids on an invitation by TVA for term coal. The statement implies, however, 
that Tennessee Products was not a “responsible” operator. The fact is that 
Tennessee Products is one of the largest coal-mining companies in Tennessee, 
with a long record of coal-mining experience. It has performed satisfactorily on 
a number of TVA coal contracts, and in at least 1 year furnished more coal to 
TVA than any other supplier. Contrary to another implication in Mr. Bay- 
field’s statement, Tennessee Products could have produced coal in the quantity 
bid with its existing production facilities. The particular invitation, however, 
was an experimental one designed to encourage coal companies to mechanize 
their mines and decrease costs, with profit to them and ultimate savings to 
TVA. Tennessee Products offered coal from a group of existing small unmech- 
anized mines but proposed to mechanize them. It guaranteed specific resulting 
increases in productivity per man-day, with the cost savings to be shared with 
TVA, in modest degree, through price decreases. 

TVA entered into negotiations with Tennessee Products, in part to clarify 
some portions of the proposal and in part to establish a higher ultimate produc- 
tivity target and to request of the company a more specific plan for achieving 
the target. Such negotiations with a low bidder are entirely proper under ac- 
cepted competitive bidding procedures. TVA did not, again contrary to Mr. 
Bayfield’s statement, tell Tennessee Products how to operate its coal mines. It did 
want to be sure that Tennessee Products had a well-considered plan for achiev- 
ing the productivity improvements it had guaranteed and for reaching the even 
higher level of productivity TVA believed could be reached with benefits to 
both parties. Provision was therefore made for preparation by Tennessee Prod- 
ucts of a detailed plan for review. This Tennessee Products did. TVA merely 
reviewed the plan to assure itself that the plan seemed practicable and that it 
could therefore expect successful performance of the contract. 

The plan—and the contract—worked. ‘Tennessee Products has opened two 
experimental mechanized mines which have already achieved a labor produc- 
tivity greater than 15 tons per man-day, whereas unmechanized mines in the 
area have been averaging less than 10 tons per man-day. The company, as 
well as TVA is satisfied that the contract target of 17.5 tons per man-day can 
be reached. In fact, the arrangements which Mr. Bayfield finds amazing and 
one sided have led to a decision by the company to mechanize many more mines 
than will be required to supply its TVA contract. 


Kingston Powerplant, Tennessee Valley Authority 


Number of units 
United rated capacity : 
4 units, each 
5 units, each 
Unit capability : 
4 units, each 
5 units, each 
Plant capability 
Estimated annual coal consumption, at 80 percent load factor 
Cooling water used by condensers : 
Gallons per minute 
Million gallons per hour 
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Senator Kerr. Fine. Thank you. ; 
Mr. Tyre Taylor, general counsel, Southern States Industrial Coun- 
cil, Nashville, Tenn. 


STATEMENT OF TYRE TAYLOR, GENERAL COUNSEL, SOUTHERN 
STATES INDUSTRIAL COUNCIL, NASHVILLE, TENN. 


Mr. Taytor. Mr. Chairman, and gentlemen of the committee, my 
name is Tyre Taylor. I represent the Southern States Industrial 
Council as its counsel. The headquarters of the organization are the 
StahIlman Building in Nashville, Tenn. 

My own office is at 1010 Vermont Avenue here in Washington. I 
have a fairly brief statement here, Mr. Chairman, which I would like 
to read, if I may. 

Senator Kerr. Very well. 

Mr. Taytor. Last month—on May 16, to be exact—the board of 
directors of the Southern States Industrial Council unanimously ap- 
proved this statement : 

Bills (S. 931 and H.R. 3460) now pending in Congress would authorize TVA 
to sell revenue bonds to finance the further expansion of its operations. If passed, 
these bills would remove TVA fom all effective congressional control and give 
to a three-man politically appointed board almost unlimited authority to enlarge 
the present TVA. We urge Congress to defeat this legislation. 

Last month, also, TVA celebrated its 26th birthday. 

Put forward by its sponsors as primarily a navigation and flood 
control project, TVA was approved by both Congress and the courts 
with the understanding that the production of electric power was to 
be only incidental to the larger program. Indeed, TVA was so 
anxious to prove that it had no intention of going into the power 
business as such that it had its counsel tell the Supreme Court in 1935: 

The Muscle Shoals steam generating plant has never been used. It stands 
idle. Much is made in my opponent’s brief of the danger of the Government 
selling power from the steamplant. That steamplant is not in this case—it 
has never been used. * * * There is nothing in the record to show that the 
Authority ever intends to use it for the purpose of generating power for sale 
and I disavow any such intention at this time. 

A similar statement was made by TVA counsel before a U.S. cir- 
cuit court of appeals: 

The defendants (the top TVA officials) allege that the said steam electric 
generating plant has not been and is not being operated and that there is no 
plan or intention to operate said steamplant now or in the future, or to construct 
or operate any other steam electric generating plants. 

It is interesting to note what was said then and what has since 
happened. In a little more than two decades, the hydro part of 
TVA’s operations has become comparatively insignificant and it has 
built and now operates the largest steam electric generating system 
in the world, more than 70 percent of its total output being accounted 
for by steam. No wonder it has been called an “insidious and never 
fully frank approach to socialism.” 

Senator Kerr. Would you supply the committee with the author 
of that statement ? 

Mr. Taytor. I am afraid I can’t do that, Senator. I don’t know 
who he was. 

Senator Kerr. I am sure you just didn’t pick it up. 
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Mr. Taytor. No, I didn’t, no. 

Senator Kerr. If you could undertake to provide it—— 

Mr. Taytor. It may be in my files. 

Senator Kerr. If you have it, would you give it to us? 

Mr. Tayvor. I certainly will. 

Senator Kerr. All right. 

Mr. Taytor. As has been seen, TVA has come a long way—all the 
way, in fact, from flatly disavowing any intention of building steam- 
plants to its present position of the leading steam producing system 
in the world. But—as one might safely predict after reviewing the 
history of this “never quite frank approach to socialism,” it wants 
new worlds to conquer. It wants to expand its operations and move 
into new territory. It wants to go even further than this. Unlike 
the investor-owned power companies, it is free from Federal taxa- 
tion. But it wants more. It wants to extend its $1.2 billion appro- 
priation repayment from 40 to at least 120 years. 

Senator Case. Mr. Chairman, I hesitate to interrupt at this late 
hour, but the witness here has stated something which in various 
ways constitutes such a misrepresentation of fact and history in the 
matter of repayment that I feel obliged to call attention to it. 

To my knowledge, the TVA has never asked that the repayment 
of the appropriated funds be extended from 40 to 120 years. The 
fact is that in the bill which the Senate considered and this commit- 
tee held hearings on in 1957 it was proposed that instead of paying 
214 percent per year of the invested capital for 40 years, which would 
be a repayment of the invested capital in 40 years, that a return be 
made to the Government at the average rate of interest on its obli- 
gations, which would have been somewhat more than 214 percent 

er year. And it was in that form that the bill was reported to the 
enate. 

I was one who felt that in addition to paying a return on the 
invested capital there should be a return of the capital itself. And 
I proposed on the floor of the Senate an amendment to require a 
payment that would be a return of the capital as well as a return 
on the balance of unpaid capital. 

Senator Kerr. And the latter being in addition to the former? 

Senator Case. Being in addition to the former. 

The TVA never asked for that. I asked for it, because I felt that 
there were a great many people who thought that the capital itself 
should be returned. 

Now, you can look at the first payment that was being made under 
the 1948 provisions of the law, and regarding that repayment in 40 
years as being either a 214-percent return on the invested capital or 
a return of the capital. But if you regarded it as.a return of capital, 
then there was no interest being paid upon the appropriated money 
which the Government has put forward. 

So when we reported a bill which proposed a greater interest return 
than the 214 percent or the Fall, pence whichever way you 
want to look at it, that of itself insured more return to the Treasury 
of the United States than the old law provided. Then on the floor 
of the Senate when I proposed, I believe it was originally perhaps 
$20 million, or at least I think we discussed $20 million when I was 
talking informally with the members of the committee, if not. in the 
form of an amendment, and we finally agreed on a $10 million 
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payment, that was not welcomed by the Senators from the area of 
the TVA, but they with some reluctance greed to it. 

They nevertheless agreed to it, and we were able to get it. So 
that when the bill was passed finally by the Senate it provided both 
repayment of capital and a return on the capital invested, or the 
balance of it at any one time. 

So that I must say that I think that the statement that the TVA 
wanted to extend its $1.2 billion appropriation which came up from 
40 to at least 120 years is not a correct statement of the situation. 

And the reason I have taken this time at this late hour to do this, 
Mr. Chairman, is that some months ago I noticed an editorial in one 
of the prominent news magazines in which that same misunderstand- 
ing apparently of what the true facts were was the basis for a critical 
editorial of that bill that had been passed. 

Now, I myself have thought that perhaps it should be a faster 
rate of repayment than $10 million. But there are some people 
who would say, “Why repay the capital if you can have the TVA 
continuing to pay a return on this invested capital ?” 

Some people say, “Why do that? Isn’t it better to have a 2.8 or a 
3.6 rate of return than to liquidate the thing?” 

But under the law it should be noted that under the present law the 
invested capital of the Government will be liquidated in 40 years, and 
you won’t get anything in the way of return on it, and you won’t get 
anything after that 40 years is over. 

The bill that we pased in the Senate and the bills that are introduced 
here propose a much better deal for the Government than the present 
law. You get both a better rate of return, and you get the capital 
return at whatever rate is agreed upon. 

Senator Kerr. And neither of the bills to which you refer is the 
rea in that particular mater of a request or voiced desire of the 

4a 

Senator Case. Certainly not, it was the result of an attempt by this 
committee to improve the situation as far as the Government was 
concerned. 

Mr. Taytor. Well, there evidently is a difference of opinion on it. 
That is our own opinion. 

Senator Case. What is your opinion about it? Is it your opinion 
that the TVA asked to make this $10 million payment ? 

Mr. Taytor. Oh, not necessarily formally asked, but I can’t imagine 
it being put in without their consent or against their wishes. 

Senator Case. I suggest that you read the debate in the Senate when 
the $10 million amendment was adopted. Is it your opinion that it is 
a better deal for the Government to get 214 percent for 40 years and 
then to have its entire interest liquidated than it is to get the average 
rate of interest plus a $10 million annual payment ? 

Mr. Taytor. I wouldn’t have an opinion on that, sir. 

Senator Case. I am glad you don’t have an opinion on it if you 
can’t have a different opinion than one which is based upon the facts. 
I do suggest that you read the bill debate in the Senate when the $10 
million amendment was adopted. 

Mr. Taytor. And—most signficant of all—it wants to be free 
of effective congressional and other controls to which other agencies 
of the Federal Government are subject and to be free to issue its own 
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bonds and sell them in the open market. Let us examine some of 
these matters in a little more detail. 

I have said that, like all bureaucracies, TVA wishes to expand. If 
the authors of H.R. 3460 and similar bills wanted to restrict TVA to 
its present service area, then in my opinion the language employed to 
accomplish this desirable end is ineffective. Had the Vinson amend- 
ment been approved in its original form, the service area of the cor- 
poration would have been confined to that in being on July 1, 1957. 
However, the Vinson amendment was modified in committee to include 
certain specified communities in Tennessee, Kentucky, and Georgia in 
or adjacent to the area and, as thus modified, the amendment was ap- 
proved by the House. I understand that in Kentucky alone, this 
amendment will effect 22,268 customers in four towns now within 
the service area of the privately owned Kentucky Utilities Co. It is 
reasonable to assume that these departures from the original Vinson 
amendment will lead to additional exceptions in the future. Indeed, 
in the short time that has elapsed since the bill passed the House on 
May 7, additional towns—some as far away as Illinois—have taken 
steps to be added to the list of exceptions. 

But reaching out for more territory should perhaps occasion little 
surprise. As already indicated, this is a natural bureaucratic tend- 
ency. What is more surprising is the proposal that TVA, as an agency 
of the Government, should be exempt from all effective congressional 
appropriation and financial controls—a sort of self-starting, free- 
wheeling, wild-blue-yonder outfit that not only raises its own money 
but, as we shall see, makes its own laws. 

The Secretary of the Treasury and the Director of the Budget, 
representing the executive arm of the Government, and the General 
Accounting Office, representing Congress, all have strongly advised 
against relinquishing congressional control. Testifying on this point 
before the House hearings on S. 1869 last July, John P. Abbadessa, 
for the General Accounting Office, said : 

Our basic position is that the capital expenditures of TVA should be by ap- 
propriations. However, if it is necessary to borrow money, then we believe 
it should be handled through the appropriation process, and handled by the 
Secretary of the Treasury and be included as a part of the public debt limitations. 

And speaking for the Budget Bureau, Robetr E. Merriman told 
the House hearing on the same day: 

* * * A wholly owned Government corporation with a net of $1.2 billion in 
Federal moneys invested in it ought to have the same rules of the game applied 
to it as does any other Government operation. 

With the possible exception of the Atomic Energy Commission, 
TVA is less responsible to Congress and the people than any other 
administrative branch of the Government. Such control as Congress 
has is based primarily on its power to make and withhold appropria- 
tions, its power to scrutinize TV A’s operations through the budgetary 
process, its power to prevent the construction of new power facilities 
with TVA revenues, and, to a lesser extent, the requirement that TVA 
Board appointees must be confirmed by the Senate. 

Today, this country is largely dominated by Federal administrative 
agencies, of which TVA is one. Commenting on this fact, Roscoe 
Pound, former dean of the Harvard Law School, said: 
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We have been coming in practice to a condition of what may well be called 
administrative absolutism. 

According to Webster’s dictionary, absolutism is “the doctrine of 
unconditional power vested in an autocrat; despotism.” Why did Mr. 
Pound make such a statement? He made it because these adminis- 
trative agencies, including TVA, are run by appointive officials and 
the administrative rulemaking and regulations have the force of law 
and in practice and effect are the law. 

I know the TVA professes to pride itself on the extent to which its 
activities and program are operated on a voluntary basis, with most 
of the people and State and local governmental agencies of the valley 
cooperating. It would be a rather strange thing, of course, if a ma- 
jority of the people of one area should strenuously object to having 
their power supply subsidized by the taxpayers of the whole Nation. 
But the fact is that TVA is a Federal agency, with all the powers of 
the Federal Government behind it. For example, it has the right to 
approve or disapprove all drainage projects and plans within its area. 
Thus, it could require all property owners to obtain its permission 
before constructing any pond, digging a ditch, terracing a field, or 
doing anything else that affects drainage. No unit of government 
within the TVA area can build a road, change the course of a stream, 
or even build a culvert if TVA, acting under “drainage and flood con- 
trol powers,” decides against it. As a Federal agency, it supersedes 
State and local governments. In other words, it has the power to 
force State and local officials to conform to its decrees, decisions, rules, 
and regulations—all of which may throw some light on the true vol- 
untariness of the cooperation accorded TVA. As Mr. David Lilien- 
thal said in his book, “TVA : Democracy on the March” : 


Of course there are clashes which as of any given moment cannot be har- 
monized. The private interest must then be subordinated. 


The point I am trying to make is that the whole TVA idea tends 
toward government by permanently appointed officials instead of 
government by elected representatives limited by specific law and 
accountable to the people at the polls. And this is, of course, a de- 
parture from the constitutional principles of States rights, checks, 
and balances, divided authority, and limitation on political power 
upon which our republican form of government was éatablishedl. 

To further illustrate the immense scope and sweep of TVA’s 
powers over the lives and destinies of the people of the valley and 
their State and local governments, I again quote Mr. Lilienthal: 


A single agency, instead of half a dozen, was to design and build the dams, 
buy the land, construct transmission lines, and market the power the river pro- 
duced. One agency was to “envision in its entirety” the potentialities of the 
whole river system, for navigation, for power, for flood control, and for recrea- 
tion. * * * The TVA should directly select, hire, train, and supervise the work- 
men and be responsible for the policies governing wages and conditions of work. 
* * * The job of providing adequate housing for the workers at dams built at 
isolated points was undertaken by the TVA itself * * * library service * * * 
Public health facilities * * * “family readjustment” * * * geology, agronomy, 
forestry, chemistry * * * wildlife, fish culture * * * recreation * * * public 
ne and playgrounds * * * malaria control * * * archeology * * * public 

nance. 

In addition, TVA activities include horticulture; the manufacture and dis- 
tribution of fertilizer; the invention of a new type refrigerator; experimental 
farms; teaching teachers the TVA “idea”; bringing schools, colleges, and uni- 
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versities into the program; organizing cooperatives of various types; exporting 
the “idea” to other States; training Russian experts to build similar “plants that 
will produce power on streams somewhere beyond the Urals”; furnishing tech- 
nical advice and help to private industry; planning and building terminals to 
eonnect highways, railroads, and waterways; administering TVA demonstration 
farm activities in 21 other States of the Union; reforestation; control of soil 
erosion ; and a host of other tasks. 

It has been said that “power corrupts and that absolute power cor- 
rupts absolutely.” 

The question is whether Congress will knowingly abdicate its last 
remaining effective control over this ambitious bureaucracy and give 
it virtual carte blanche to do as its politically appointed board thinks 
best. We earnestly hope not. We express the desire that any TVA 
legislation this committee sees fit to recommend will contain simple, 
forceful, unambiguous, and effective language to force strict congres- 
sional control ‘dint to keep TVA within its present power service area. 

And that, Mr. Chairman, completes our statement—except that I 
wish to express to you and every member of the committee our grate- 
ful appreciation for permitting us to be heard. 

Senator Kerr. Very good, Mr. Taylor. We are glad to have your 
statement. 

Are there questions? 

The Senator from West Virginia. 

Senator Ranpotex. Mr. Taylor, on page 5 of your statement you 
say: 

The point I am trying to make is that the whole TVA idea tends toward 
government by permanently appointed officials instead of government by elected 
representatives limited by specific law and accountable to the people at the polls. 
And this is, of course, a departure from the constitutional principles of States 
rights, checks and balances, divided authority, and limitation on political power 
upon which our republican form of government was established. 

Mr. Taylor, are you referring to the Tennessee Valley Authority 
Act of 1933? 

Mr. Taytor. Yes, sir. 

Senator Ranpotex. What is your opinion of the statesmanship of 
Senator Harry Byrd, of Virginia ? 

Mr. Taytor. I think very highly of Senator Byrd, Senator 
Randolph. 

Senator Ranpoten. I share your feeling sir. You think, then, that 
the distinguished Senator from Virgina possesses good judgment? 

Mr. Taytor. In most matters I completely agree with him. 

Senator Ranpotew. For the record let it be shown that Senator 
Byrd voted for the TVA Act on rolleall in 1933. I wanted to see if 
you, Mr. Taylor, were referring m your statement to the original 
act. 

Mr. Taytor. Well, Senator, you Senators and Representatives often 
vote for things that later turn out to be somewhat different than what 
you thought they were going to be, don’t you? 

Senator Kerr. I believe that the Senators usually ask the ques- 
tions. However, if the Senator from West Virginia wants to engage 
in colloquy with the witness, and each ask questions of the other, that 
ishis privilege. 

Senator Ranpotru.,I would be delighted, of course, to indulge in 
genial colloquy, but I had only the one desire, and that has been ac- 
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complished. I wanted to refer to the concept of the 1933 legislation 
when conditions were different than those of today. Mr. Taylor has 
indicated that period is the one to which he made reference. I have 
read his words. His memory is refreshed concerning those Members 
in the Senate and House who supported the original legislation. I feel 
it might be appropriate, as a reference in fact, to place in the record at 
this point the names of those men in the Senate and House who are 
still Members of the Congress and who were here at the inception of 
the TVA legislation—and to indicate their support or their opposi- 
tion to the original act. Would that be appropriate? 

Senator Kerr. If the Senator from West Virginia desires that, it 
will be done. 

Senator Ranvotex. Thanks, Mr. Chairman. Herewith is the 
record: 

The Tennessee Valley Authority Act of 1933, Public Law 17 of 
the 73d Congress, 1st session, was approved May 18, 1933. The Sen- 
ate vote on the TVA bill, H.R. 5081, on May 3, 1955, was 63 for, 20 
against, 12 not voting. Present Members who were in the Senate 
at that time and their votes: Harry Flood Byrd, Virginia, for; Carl 
Hayden, Arizona, for; Richard B. Russell, Georgia, for. 

The vote by which the House passed the bill, H.R. 5081, on April 25, 
1933, was 306 for, 92 against, 32 not voting, 2 answered present. 
Present Members of the Senate who were in the House at that time, 
and their votes: Dennis Chavez , New Mexico, for; Everett McKinley 
Dirksen, Illinois, against; Lister Hill, Alabama, for; Jennings Ran- 
dolph, West Virginia, for; A. Willis Robertson, Virginia, for; and 
Stephen M. Young, Ohio, for. Present Representatives who were in 
the House at that time, and their votes: Leo E. Allen, Illinois, against; 
Clarence Cannon, Missouri, for; Emanuel Celler, New York, not vot- 
ing; William M. Colmer, Mississippi, for; William E. Hess, Ohio, 
against; John W. McCormack, Massachusetts, for; Joseph W. Mar- 
tin, Jr., Massachusetts, against; Thomas J. O’Brien, Illinois, for; 
Wright Patman, Texas, for; James G. Polk, Ohio, for; Sam Rayburn, 
Texas, for; Carroll B. Reece, Tennessee, for; Edith N, Rogers, Massa- 
chusetts, against; Howard W. Smith, Virginia, for; Brent Spence, 
Kentucky for; John Taber, New York, against; Carl Vinson, Geor- 
gia, for; Francis E. Walter, Pennsylvania, for; Gardner Withrow, 
Wisconsin, for. 

Senator Kerr. I want to say this to the witness, that there is a basis 
for the question that he asked. I have seen things which I voted for 
that did not turn out exactly as I expected them to. 

Mr. Taytor. Well, Knowing Senator Byrd as I do, I think he 
would be the last to claim that he has invariably voted correctly. 

Senator Ranpotpu. I will say to the witness that I voted for the 
Tennessee Valley Authority when I was in the House in 1933. I will 
attempt, however, to have a provision like the Vinson amendment 
caput to in the Senate. I am realistic about this problem. 

Senator Kprr. Are there any questions ? 

(No response. ) 

Senator Kerr. Thank you very much, Mr. Taylor. 

That brings this hearing to a conclusion, unless there is some other 
witness who desires to be heard and has not been heard. 

Senator Ranpoten. Mr. Chairman, I may have something to insert. 





262 REVENUE BOND FINANCING BY TVA 


(The information referred to is as follows :) 


Speaking at Morgantown, W. Va., September 25, 1958, I said in an address 
and in a press release: “I am convinced that TVA has served a useful purpose 
as the pilot project it was intended to be in the public lower field and as an anti- 
depression public work. Then, too, it has been a significant factor in our coun- 
try’s national defense programs and structure.” But I also declared in that 
same speech and press release : 

“T do not favor new legislation intended to extend the area and the bond- 
ing capacity of the Tennessee Valley Authority in any manner or degree which 
would bring about unfair competition by TVA electric energy with efficient and 
plentiful steam-generated electric power produced by use of bituminuos coal 
mined in West Virginia and other neighboring States. 

“There is no place in our economy for new governmental projects or expanded 
existing ones which would wipe out or cripple private enterprise already estab- 
lished, or which would reduce or destroy job opportunities for the working force 
of one State or area to benefit another. 

“We have too much unemployment and curtailed production in West Virginia 
under prevailing recession conditions without permitting steps to be taken which 
might compound our economic problems.” 


Senator Kerr. The Clerk will keep the record open for the in- 
sertion by members of the committee of communications for the 
record. 

(Communications received by Senator Cooper in regard to the 
legislation under discussion follow :) 


BENTON, Ky., June 8, 1959. 
Senator JoHN SHERMAN COOPER, 
Washington, D.C.: 


The Marshall County Chamber of Commerce would like to go on record as 
favoring the TVA self-financing bill. 
FRANK ASHLEY, President. 


Catvert City, Ky., June 6, 1959. 
Senator JoHN SHERMAN COooPER, 
Senate Public Works Committee, 
U.S. Senate, Washington, D.C.: 


The industries of Calvert City are served directly with TVA power. A num- 
ber of residents of Calvert City obtain TVA electricity through West Kentucky 
REA. However, the present majority of residents are forced to purchase pri- 
vate power through Jackson Purchase RBA at twice the TVA rates. In order 
to permit an orderly growth of Calvert City, the Calvert City Planning Com- 
mission requests your support of legislation which will insure that TVA elec- 
tricity be made available for all of Calvert City. 

Ot1s W. FortTNeEr, 
Secretary, Calvert City Planning Commission. 


Catvert Crry, Ky., June 6, 1959. 
Senator Joon SHERMAN COOPER, 
Senate Public Works Committee, 
U.8. Senate, Washington, D.C.: 


Both Jackson Purchase REA and the city of Calvert City served by this 
cooperative have always been considered in the territory contemplated for TVA 
service. For one reason or another, it has not been possible to obtain this serv- 
ice to date. We do not feel, and we hope that you concur, that it would not 
be fair to the residents of Calvert City and the other patrons of Jackson Pur- 
chase REA to have TVA electricity denied them by legislative whim. 


Ot1s W. FortTNER, 
Chairman, Calvert City Electric Committee. 
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Catvert City, Ky., June 6, 1959. 
JoHN SHERMAN COOPER, 


Senate Public Works Committee, 
U.S. Senate, Washington, D.C.: 


The city of Calvert City, located on the Tennessee River within sight of 
Kentucky Dam, the largest dam on the TVA area, through no fault of their 
own, the majority of the residents of Calvert City are not presently served with 
TVA electricity. In view of the pending legislation before Congress, the mayor 
and city council request that you do everything within your power to see that 
Calvert City is not legislated out of the TVA territory. 

Otis W. FortTNER, 
City Clerk, City of Calvert City. 


PRINCETON, Ky., June 6, 1959. 
Senator JoHN SHERMAN COOPER, 
Senate Office Building, Washington, D.C.: 


I would personally appreciate your supporting the exemption of Princeton 
from the restrictions in area of the TVA self-financing bill. This city is in the 
middle of a fight to obtain a distribution system. Our citizens pray that they be 
not denied forever access to TVA power here in the shadow of the two dams. 


E. L. WILLIAMSON, 
Chairman, Electric Plant Board. 


Law OFFIcEs, Lovett, Lovett & Lovett, 
Benton, Ky., June 5, 1959. 
Hon. JoHN SHERMAN COOPER, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR CooPER: I have just learned that the Senate Public Works Com- 
mittee will hold hearings next week on the TVA-financing bill which has passed 
the House. Will you be kind enough to list me as one of the proponents of this 
legislation. 

That TVA must have a source of funds for construction of additional power 
capacity to serve the growing economy in the valley is hardly arguable. That 
self-financing through revenue bonds is an ideal way to accomplish this objective 
is likewise difficult to dispute. The critical portion of the proposed legislation, 
however, is the proposed territorial limitation. What sense does it make to erect 
a one-way fence around the valley? 

I am firmly opposed to any territorial restrictions because I am convinced that 
the arguments against it are far more cogent than those advanced by the private 
power interests. My primary reason for opposing it is the fact that such action 
will make the voice of the valley and its representatives impotent in national 
affairs. The valley’s representatives in Washington have fought hard to fur- 
ther the development of abundant power in the United States. Their jealous 
guarding of TVA, their support of power projects in the West and along the St. 
Lawrence, their persuasive voices on broad national issues of resource develop- 
ment—all of these have greatly benefited the Nation. 

If Congress erects this barrier around the valley, the influence of our repre- 
sentatives will be largely destroyed. The rest of the Nation will regard the 
people of the valley as favored wards of the Government, as if we resided on an 
Indian reservation, and our influence on national issues will be wasted away. 

However, it seems inevitable that some territorial limitations will be inserted 
in order to satisfy the suspicious minds of the private power interests. If you 
are unable to obtain passage of a financing bill which will permit TVA to oper- 
ate under (and the Nation to benefit from) the limitations already written in 
the TVA Act, then I strongly urge you to press for some exceptions to the area 
as presently defined in the House version. The House version is very unsatis- 
factory in that it will lead to innumerable conflicts between TVA distributors 
and their neighbors. For example, can a TVA customer extend the line to serve 
his barn? Can TVA, serving one industry, undertake to serve another on an 
adjoining tract of land? Can West Kentucky REA (selling TVA power) fur- 
nish power to a new customer down the road, or will it be forbidden to do so 
even though Kentucky Utilities doesn’t want that customer? Can the city of 
Benton (selling TVA power) extend its corporate limits and serve an area with 
TVA power if that area was previously receiving Kentucky Utilities power from 
Jackson Purchase Co-op? 
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Despite these difficulties, Congress appears determined to impose territorial 
limits regardless of the lack of logic or reason behind it and to disregard the 
limitation of technical feasibility now in the TVA Act. If this is done, I urge 
you to ask that the service area of Jackson Purchase Rural Electric Cooperative 
be exempt from the territorial restriction. 

This co-op was originally formed with the idea that it would deliver TVA 
power when it became available. It has been prevented by a succession of 
events from obtaining such power. The two World Wars, the ensuing power 
shortage, the lack of construction funds have combined to prevent the co-op 
from achieving its original aim. Calvert City is in its area and is tied to Ken- 
tucky Utilities power although the industries there are served by TVA. Some 
9,000 customers have longed for TVA power since the cooperative was organized. 
TVA is prepared now to execute a contract. The pending legislation will frus- 
trate these desires. 

Calvert City has endeavored for years to obtain TVA power. Its distribution 
system was originally sold to Jackson Purchase (and a proposed sale to Ken- 
tucky Utilities thwarted) by the citizens of Calvert who were assured that TVA 
power would be obtained at the earliest possible date. After 8 years, their 
hopes and dreams, nearing fruition, are about to be shattered by a congressional 
prohibition. 

I strongly feel that in the long run TVA and the valley will be better off to 
have no financing legislation than to have one with illogical territorial restric 
tions which will destroy the effectiveness of the voices of the valley. If we must 
have one, however, let it be one which will leave a little ray of hope for those who 
have fought so hard and sacrificed so much for the rights to purchase power from 
TVA. 

Sincerely yours, 
JoHN C. LOVETT. 


Senator Kerr. The meeting is adjourned. 

(Whereupon, at 5:20 p.m., adjournment was taken subject to the call 
of the Chair.) 

(Additional statements received are as follows :) 


STATEMENT OF SENATOR Estes KEFAUVER (DEMOCRAT, TENNESSEE) 


This is not my first statement before this committee in support of legislation 
which will authorize TVA to issue revenue bonds. The issue was before us 
in the last Congress. In fact S. 931 now pending before this committee, a bill 
which I have the honor to cosponsor with the distinguished Senator from Okla- 
homa, and others, is substantially the same as the bill passed by the Senate 2 
years ago after long consideration and full debate. H.R. 3460 which has been 
approved by the House in this Congress is with one major exception-a com- 
panion bill. Both measures set up procedures designed to guarantee a continu- 
ance of TVA’s fine record of public service and good management, a record which 
assures a market for the bonds. The bills are alike in protecting the integrity 
of TVA. Both bills make clear that Congress expects the accountable officials, 
the management of TVA, to continue to be responsible for administration of 
the statute. Both bills reject the notion that the management of TVA should 
be subservient to the Bureau of the Budget and the control of TVA should be 
removed from the region to Washington. Both bills will, I believe, make pos- 
sible the success of revenue bond financing as a source of capital for power 
capacity additions. I have only one doubt and one reservation. 

I would direct the committee’s attention to the major difference between the 
House and Senate bills. Both bills contain provisions designed to define a 
boundary beyond which power from TVA cannot be made available. I have 
never believed that such a provision was necessary. The area where people 
receive power from TVA has been stabilized for over a decade, and I do not 
believe passage of this bill would serve to upset the balance. Nor do I believe 
that neighboring private power companies need the protection they seek. The 
record is clear and has been cited before this committee. The operations of 
TVA have helped the private power companies do a better job. Their con- 
sumers have had better service and their profits have increased as their 
management has to some extent adopted more progressive policies in response to 
the demonstrations provided by TVA. 

Although I felt it unnecessary I agreed with other Senators to accept a limi- 
tation we drafted in the Senate 2 years ago. I thought it was workable and not 
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unduly restrictive. The provision adopted by the House of Representatives 
as a substitute for the language of the Kerr bill requires careful study to deter- 
mine whether it is similarly workable. Even if we accept the necessity of 
writing into law some kind of territorial limitations I am sure we all agree 
that the draftsmanship of such provision is important. It must not inadvertertly 
provide a vehicle for the potential harassment of the rural cooperatives, villages, 
and towns which distribute TVA power on the periphery of the area served by 
TVA. They are the ones whose operations might be impeded by too rigid 
limitations. Both the House and Senate have in different ways acknowledged 
the necessity of providing some degree of flexibility to take care of essential 
and minor adjustments in territory. 

I believe this is the only major difference between the two bills. With this 
provision clarified to make certain that it does not spell disaster I trust the 
committee will act favorably and promptly on the bill already passed by the 
House. Need for the legislation is vital. Action must not be longer delayed. 


STATEMENT OF WAYNE L. Hays, CONGRESSMAN, 18TH DISTRICT OF OHIO, BEFORE 
THE COMMITTEE ON PUBLIC Works, U.S. SENATE, ON H.R. 3460, JUNE 15, 1959 


My name is Wayne L. Hays. I have asked to testify on the bill that this 
committee is considering because I think it involves far-reaching questions of 
public policy of concern to every Member of Congress and of direct concern to 
me in the district in Ohio that I represent, which all of you know is situated 
in the upper Ohio Valley in the eastern part of the State. 

My own feeling about this bill is that the Congress must do something to 
enable TVA to supply all the power that is needed in the TVA area. I know 
that loads are growing there and the problem of financing the expensive new 
generating capacity and other facilities that have to be put in is a difficult 
and serious one. I think that the revenue bond idea which is embodied in 
this bill is an appropriate way to solve the problem. Since TVA is practically 
the only source of power supply for the people in the TVA area, I know how 
important it is to them to maintain TVA in a healthy condition. 

But there are certain particulars of this bill that concern me greatly and I 
hope they will be changed. Foremost among the objectionable features of the 
bill is the fact that at the same time Congress would be giving TVA an im- 
mense bonding authority, the Congress would also give up the function of close 
scrutiny of TVA’s activities and financial affairs which we have always in- 
sisted upon and practiced ever since TVA was established. I know the bill 
provides that TVA is not to begin construction on a new power project until 
9) days after Congress has been given notice and an opportunity to adopt a 
concurrent resolution disapproving such construction. But all of us know how 
ineffective this kind of affirmative veto power in the Congress is in practice. 
Except in the most extreme case, we would hardly get started in considering 
a new plan of TVA after notification before the 90-day period had elapsed and 
real congressional scrutiny would be lost by default. In the case of a Gov- 
ernment agency so powerful and important as TVA and capable of affecting 
the business and the lives of so many people, I think this kind of an arrangement 
is bad government. 

The people who have been most closely associated with TVA feel that it 
has been a great success. During all these years TVA’s activities and its new 
projects have been scrutinized by the Appropriations Committee and recom- 
mended by that committee and authorized by the Congress. I think the same 
practice ought to be continued. In fact, with revenue bonds to supply the 
money, congressional scrutiny and legislative authorization of TVA projects 
ought, if anything, to work more smoothly in the future. And naturally I 
would not presume to suggest whether the scrutiny should be continued through 
the Appropriations Committee as in the past or through authorizing bills that 
would come to this committee. 

I am afraid that if the Congress does not retain much the same control over 
TVA that it has exercised in the past, this bill is likely to have very damaging 
consequences. I cannot help think about the possible consequences to the part 
of the Ohio Valley that I represent. We have our own established businesses 
there. They are privately financed and we are accustomed to doing things 
differently from the way they are done in the TVA area. We have great 
natural resources and for that reason great opportunities for expanding our 
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industries and attracting new industries through the development of our 
resources. As things now stand, the opportunities for growth of business in my 
area I think are just as attractive—even more attractive—as in the TVA area 
notwithstanding the fact they have been given certain advantages through 
federally financed power. But this bill would give the TVA still further ad- 
vantages and I can readly foresee how the freedom from congressional control 
contained in this bill would enable TVA to misuse those advantages in such 
a way as to prejudice areas like my own and many others throughout the 
country in the development of their own resources and in the growth of their 
business. 

As long as a committee of the Congress makes an annual review of TVA’s 
program and specifically authorizes new works of TVA, we will have an effective 
opportunity to prevent these consequences from occurring. As a practical mat- 
ter, I do not think that we have an effective way of preventing them under this 
bill. Annual review established by law and a requirement of specific authoriza- 
tion of projects creates a pattern of supervision that keeps executive agencies 
from the inevitable tendency that organizations have to go beyond their original 
purpose. 

I do not think it is any substitute for such review to suggest that Congress 
ean always curb TVA should that be necessary by initiating legislation. We all 
know how hard it is to get a piece of original legislation through the Congress. 
We have had too many experiences with desirable legislative measures—even 
measures ostensibly approved by both parties—which have nevertheless taken 
many years for their enactment. 

There is another feature of this bill that concerns me very much and that is 
related to the problem that I have just been talking about. The proponents of 
this bill have included a provision which is supposed to confine TVA geograph- 
ically to the part of the country in which it is now supplying power with suppos- 
edly minor exceptions to allow for flexibility in changing service conditions 
around the TVA boundaries. But the provision in the bill as drafted does not 
accomplish this purpose. It expressly allows extension of TVA service into 
thousands of square miles of territory beyond the present boundaries. And I can 
see how the bill could easily be construed in such a way as to allow TVA to 
extend its service even as far as my own area in Ohio and very much greater 
distances beyond that. It ought to be possible to draft a provision for this bill 
that would do what the proponents want, namely, keep TVA where it is and 
under which such vast geographical extensions by TVA would not be possible. If 
there are going to be any significant extensions of TVA service it ought to be 
the Congress which decides upon them, not the TVA Board of Directors. 


U.S. SENATE, 
COMMITTEE ON LABOR AND PUBLIC WELFARE, 


June 15, 1959. 
Hon. Rogert S. Kerr, 


Chairman, Subcommittee on Flood Control, Rivers and Harbors, Public Works 
Committee, U.S. Senate, Washington, D.C. ; 
DEAR Mr. CHAIRMAN: I should appreciate it very much if the two enclosed 


telegrams could be made a part of the hearing record on S. 931, the TVA self- 
financing bill. 
With kind regards, I am, 
Sincerely yours, 
JOHN SHERMAN COOPER. 


Corstn, Ky., June 11, 1959. 
Senator JoHn SHERMAN CoopER, 


Senate Office Building, Washington, D.C.: 


As Whitley County and the city of Corbin border on the TVA service area 
we strongly oppose any legislation that would exclude us from the use of these 
facilities at some future date. 

Dr. W. M. Cox, 

B. F. Parker, 

LrEs WyriIck, 
Corbin City Utilities Commission. 
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Corsin, Ky., June 11, 1959. 
Senator JoHN SHERMAN COOPER, 
Senate Office Building, Washington, D.C.: 
We urge you to oppose any legislation that would exclude Corbin and Whitley 
County from future usage of TVA’s facilities since our county is border of Tenne- 
see State line. These facilities being available could mean much to us in the 


future. 
Strreetey TERRILL, 
Mayor, City of Corbin. 


U.S. SENATE, 
CoMMITTEE ON LABOR AND PUBLIC WELFARE, 
June 10, 1959. 
Mr. Irvine B. Moore, 
Chief Clerk, Public Works Committee, 
U.S. Senate, Washington, D.C. 


Dear Mr. Moore: A constituent of mine, Mr. Bdwin H. Barker of North Pom- 
fret, Vt., has asked me to have inserted in the record of the hearings on S. 931 
and H.R. 3460 a copy of his letter to the President together with correspondence 
he has had with Mr. Carl H. Schwartz, Jr. of the Bureau of the Budget. 

The documents just referred to are attached. 

Will you kindly make arrangements to have them inserted in the hearings? 

Sincerely yours, 
Winston L. Prourty, 
U.S. Senator. 


NortH PoMFret, VT., February 26, 1959. 
THE PRESIDENT, 
The White House, 
Washington, D.C. 


Dear Mr. PRESIDENT: I earnestly hope you will stand firmly against any 
appropriations by Congress that would measurably increase the total of the 
budget that you have recommended. 

From 30-odd years experience in the field of finance, here and in Europe, I 
have learned that local and national governments break down when their 
financial credit becomes impaired by mismanagement and the adoption of mer- 
curial fiscal policies. Such policies and mismanagement, I believe, have existed 
almost continuously in our country since 1917, and now should be stopped, even 
if to do so, you be required to exercise forcefully your veto power, should Congress 
think otherwise. 

In answering Mr. Rowland Evans, Jr., of the New York Herald Tribune, you 
are reported in the Wall Street Journal of January 22, stating that you were 
trying to do the best with all the advice that you can get, in and out of Gov- 
ernment. 

Some of this advice, Mr. President, I believe to be bad. 

In your budget message, under “Defense,” you are reported by the Wall Street 
Journal of January 20, as stating: “Let the Tennessee Valley Authority sell 
revenue bonds to finance additional power financing, etc.” 

Mr. President, such a procedure would be bad for several reasons. 

First: Were the TVA, a creature of the Federal Government and owning all 
its assets and controlling its management, to issue revenue bonds, the financial 
world, rightfully, would consider the procedure a subterfuge, thereby enabling 
the Federal Government to circumvent the existing legal limit imposed upon 
its borrowing power. 

The use of such a subterfuge would be looked upon by the informed investing 
public as a sign that the borrower (the Government) was in grave financial 
difficulty. This would cause the Government’s long-term bonds to suffer in 
market value and thereby make it more difficult and expensive for the Govern- 
ment to issue additional long-term bonds. 

Secondly: Already, our Government’s fiscal policy and practices over the past 
several years have become so mercurial and involved by its increasing number 
and amount of indirect obligations represented by its numerous guarantees that 
were the Wall Street Journal or other widely read reliable publications to publi- 
cize a catalog or summary of the extent and character of these indirect financial 
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obligations, it could very well shock Congress and the public into the realization 
that not only must the budget now and in years to come be balanced, but it must 
be reduced. 

To attain this vital objective, all enterprises created by the Government and 
receiving direct or indirect financial support from the Government should be 
divorced from same as soon as legally possible and, in the meantime, be required 
to cease expanding their operations and required to use all income over their 
operating expenses, to retire their financial obligations outstanding. 

The SEC demands private enterprises to make complete disclosures. The 
same should be required of the Government. 

Respectfully, 
Epwin H. BArKeEr. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 


Washington, D.C., March 31, 1959. 
Mr. Epwin H. BARKER, 


North Pomfret, Vt. 


Dnar Mr. BARKER: Your letter of February 26, 1959, to the President, has been 
referred to me for reply. 

We are very glad to have your views on the importance of balancing the budget ; 
also on the disadvantages of using revenue-bond financing for TVA expansion of 
power facilities. The annual budget document contains a summary and analysis 
of the obligations of Government corporations, loan guarantees by the Federal 
Government, and related matters. This is contained in special analysis E, a copy 
of which is enclosed. 

Thank you for your thoughtful letter. 

Sincerely yours, 
Cart H. ScHwartz, Jr., 
Chief, Resources and Civil Works Division. 


NortH POMFRET, VT., April 28, 1959. 
Mr. Cart H. Schwartz, Jr., 
Chief, Resources and Civil Works Division, 
Execute Office of the President, 
Bureau of the Budget, Washington, D.C. 


Dear Mr. Scowartz: Thank you for your acknowledgement, March 31, of 
my letter of February 26 to the President and for the copy of “Special Analysis 
E of Federal Credit Programs,” which you enclosed. 

Since my return from Florida on April 16, several readings of the analysis 
leave me confirmed in the apprehension that I expressed in my letter to the 
President. 

I am shocked to learn from it that the Government’s indirect or contingent 
liabilities aggregate $150 billion, more or less. This is on top of the $290 billion 
of its debt represents a staggering financial burden. 

While it is appropriate to believe that much of this aggregate of contingent 
liabilities may not develop into direct financial obligations of the Government 
and the $4,750 billion of uncommitted standby programs are unlikely to be used, 
it is impressive that the Budget Bureau in this analysis qualifies the unlikeli- 
hood of the above change from contingent into direct obligations and the 
presently uncommitted standby programs being used by stating “except possibly 
in a national financial emergency” and “unless a national financial emergency 
occurs.” 

These qualifying statements reveal the Budget Bureau’s recognition that na- 
tional financial emergencies have occurred in the past and will occur again in 
the future. As it is not given to man to predict with certainty the date of 
recurring emergencies, it is the Government’s responsibility to prepare itself 
during the intervals to meet an emergency as it materializes. 

It is the cyclical characteristic and the unpredictable timing of a national 
financial emergency to which our Government must at all times orient its fiscal 
policies and its instruments designed to implement them objectively. Such is 
necessary to maintain a strong credit foundation and a healthy reserve of taxing 
power. Only by so doing can a national economic collapse be avoided and 


measurably lessen the impact of an emergency arising from causes not fiscal or 
economic. 
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I am further shocked to learn that our Government, acting through its Com- 
modity Credit Corporation, is “smokescreening” its direct liabilities of loans to 
growers by converting these to “purchase contracts” and furthermore by per- 
mitting loans not so converted, to be paid by the surrender of the commodities 
pledged to secure the loan. 

This is credit manipulation of the worst kind, for by it our Government ends 
up with a constantly increasing and staggering amount of commodity inventories 
that it cannot liquidate without great financial loss. Frozen inventories have 
been the downfall of many private enterprises. 

I am confident that the SEC would take prompt action against any private 
enterprise having its securities in the hands of the public which the SEC 
discovered was practicing such fiscal manipulations. 

The analysis points up that “new authority to incur obligations of $3.4 billion 
is requested for 1960 which includes $2.1 billion to restore the capital impairment 
of the Corporation (Commodity Credit Corporation) resulting from price support 
losses and $1.3 billion to reimburse the Corporation for estimated costs and 
losses under programs financed through that agency, such as sales of agricultural 
commodities for foreign currencies.” 

Surely, this policy and trend, together with the number of billions involved, 
is of sufficient importance to command the President’s personal attention. 

We used to believe, and had confidence, that a Government possessed of 
unlimited taxing power could not go bankrupt. However, of late years we have 
learned that there is a practical limit to the use of a Government’s legal taxing 
power. This limit is reached when the sources of tax revenues begin to dry 
up or the taxpayers begin to resist the burden of added taxes. 

With our Government now not being able to borrow on terms longer than 10 
years and its recently issued 10-year 4-percent bonds already selling at measure- 
able discount, it would appear that I am not alone in the apprehension I have 
expressed in my letter of March 26 to the President. 

I believe that the present unwillingness of the public to invest in Government 
long-term bonds or short-term bonds with relatively high interest rates is evidence 
of the growing lack of confidence in the Government’s past and current fiscal 
policies. 

There exists no overnight remedy for this. Higher interest rates will only 


increase it. The remedy lies solely in the drastic changing of the present policies 
and the willingness of the President to use his veto power—ruthlessly, if neces- 
sary, but skillfully, if feasible—to effectuate the changes. 

Should my comments and views expressed be deemed more appropriate for the 
consideration of others of the Executive Office of the President than the Bureau 
of the Budget, I should appreciate your bringing them to their attention. 

Respectfully, 


EpwIn H. BARKER. 


ALABAMA ELECTRIC COOPERATIVE, INC., 
Andalusia, Ala., June 9, 1959. 
Senator Rospert S. Kerr, 
Chairman, Subcommittee on Flood Control, Rivers and Harbors, Committee on 
Public Works, U.S. Senate, Washington, D.C. 


Dear SENATOR KERR: I am writing you with respect to a matter of urgent 
concern to the rural electric cooperatives of Alabama, involving the language 
of the TVA bond-financing legislation, S. 931 and H.R. 3460, on which you are 
now conducting hearings. 

A number of cooperatives in south Alabama secure their power supply at 
wholesale from the Alabama Electric Cooperative, a so-called “G. & T.” system 
financed by REA. The system of the Alabama Electric Cooperative also sup- 
plies a number of municipal electric distribution systems. At present the Ala- 
bama Electric Cooperative system is not interconnected with the system of the 
Tennessee Valley Authority, but the Alabama Electric Cooperative system must 
be expanded to meet the growing loads of the distribution systems it serves, 
and as its system grows in size, an interconnection with TVA for the mutual 
interchange of power becomes increasingly practicable and necessary. 

S. 981 imposes certain limitations on the area which TVA may serve with 
power, but it makes clear that the limitation does not apply to interconnections 
“with other utility systems for exchange power arrangements.” However, in 
the version passed by the House, H.R. 3460, there was added in committee the 
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so-called Vinson amendment which imposes a much more stringent territorial] 
limitation on TVA power service, together with a limitation on utility inter- 
connections to “exchange power arrangements with other utility systems with 
which the corporation had such arrangements” on July 1, 1957. We can see 
no possible justification for the latter limitation, and we find it hard to believe 
that the House understood that by this language it was barring all consumer- 
owned systems not now interconnected with TVA from sharing in the benefits 
of such interconnections. 

TVA is now interconnected directly or indirectly with most of the private 
utility systems in the south and east. These interconnections have no bearing 
on operating or territorial rights. They are purely for purposes of reducing 
costs and improving service. We cannot see why Alabama Power Co. should 
have a monopoly within Alabama on exchanging power with TVA, purchasing 
or selling surpluses, and reducing overall costs of generation. Nor do we see 
why TVA should be deprived of the benefit of interconnecting with Alabama 
Blectric Cooperative, since such interconnections are of mutual benefit. 

It is not only the Alabama Electric Cooperative which is involved, but every 
other public system which may in the future find advantage in an interconnec- 
tion with TVA. All the power companies are interconnected with each other 
and with the nearby Federal systems. There is no sound reason of public policy 
why they should have the exclusive right to such benefits, and why the con- 
sumer-owned systems should be barred therefrom, merely because the power 
companies were in earlier position to profit from such interconnections. 

We repeat, this does not involve the question of service areas, but only of 
giving to the rural cooperatives and cities dependent on Alabama Electric Co- 
operative the same chance to reduce costs and improve service by interconnect- 
ing with TVA which the private utilities now enjoy. 

Please do your utmost to retain the present Senate language on this matter. 
We understand that the Bureau of the Budget has also suggested that the 
language of the Vinson amendment with respect to utility interconnections be 
revised. The language proposed by the Bureau in the testimony before the sub- 
committee today would also be satisfactory. 

Yours truly, 
Basit THompson, Manager. 


AMERICAN MINING CONGRESS, 
Washington, D.C., June 10, 1959. 
Hon. Rosert S. Kerr, 
Chairman, Rivers and Harbors Subcommittee, 
Senate Public Works Committee, 
Senate Office Building, Washington, D.C. 


Dear SENATOR Kerr: The American Mining Congress, a national organiza- 
tion representing all branches of the mining industry, is strongly opposed to 
provisions of S. 931 now pending before your committee which would amend 
the Tennessee Valley Authority Act and convert the TVA into a self-financing 
Government agency. 

TVA is the largest single customer of the domestic coal mining industry. Ac- 
cordingly, that industry, which is a substantial part of our membership, is vitally 
concerned with this bill, which would seriously affect its economic health. We 
heartly endorse the testimony presented to your committee by William W. Bay- 
field, executive vice president, American Coal Sales Association. He aptly sums 
up the experience of the coal industry with TVA and concisely presents the views 
we hold with respect to S. 931 and similar bills you are considering in the cur- 
rent hearings. 

We respectfully urge the committee, in considering any legislation dealing 
with the financing of TVA’s vast operations, to (1) limit to its present geo- 
graphical limits the service area of the Tennessee Valley Authority, (2) main- 
tain the present statutory safeguards of congressional and budgetary control, 
and (3) require TVA to repay its existing Government debt with interest. 

We firmly believe that legislation should not be enacted which delegates to 
administrative managers such broad powers as those contained in S. 931. Tra- 
ditionally Congress has been the guardian of the purse strings and has main- 
tained a vigilant watch over the conduct of agencies of Government created by it. 
It should not abdicate that power. 
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We appreciate the opportunity of expressing our views to your committee and 
request that they be made a part of the record of the hearing. 
Sincerely yours, 
JULIAN D. CONOVER, 
Executive Vice President. 


THE COOPERATIVE LEAGUE, 
Washington, D.C., June 5, 1959. 
Senator Rosert S. Kerr, 
Subcommittee on Flood Control, Rivers and Harbors of the Senate Public Works 
Committee, Senate Office Building, Washington, D.C. 


Dear SENATOR Kerr: The Cooperative League is anxious to indicate its support 
of your bill, S. 931, providing for self-financing for the TVA. We would like 
an opportunity either to be heard or to submit a statement for the record of the 
hearings. 

Could you let us know how long the record of the hearings will be held open 
and whether or not we may have an opportunity to submit a statement? 

Sincerely, 
WALLACE J. CAMPBELL, 
Director of Washington Office. 


AMERICAN FARM BUREAU FEDERATION, 
Washington, D.C., June 5, 1959. 
Re Financing TVA’s power needs. 
Hon. Rosert S. Kerr, 
Chairman, Subcommittee on Flood Control, Rivers and Harbors, Senate Com- 
mittee on Public Works, Washington, D.C. 


Dear SENATOR KERR: At the last annual meeting of the American Farm Bureau 
Federation, the voting delegates of the member State Farm Bureaus approved 
the following policy with respect to the financing of the future power require- 
ments of the area served by the Tennessee Valley Authority : 

The American Farm Bureau Federation historically has supported the Ten- 
nessee Valley Authority as a desirable method, under the circumstances, for 
the development of the resources of the Tennessee Valley area. 

As in all other areas, the power requirements of the Tennessee Valley area 
are rapidly increasing. We therefore recommend legislative provision for the 
construction of power production facilities to meet the power needs of the TVA 
area, either by direct appropriations or by the sale of revenue bonds, provided 
the distribution of power is limited to the present service area and Congress 
retains effective control of the amount of bonds to be issued. 

The construction of additional power production facilities in the TVA area 
by municipalities, cooperatives, and other groups through programs such as that 
undertaken by the city of Memphis should be encouraged. 

It will be appreciated if you will include this letter in the hearing record on 
this issue. 

Very sincerely, 
Matt Triaes, 
Assistant Legislative Director. 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D.C., June 8, 1959. 
Hon. DENNIS CHAVEZ, 
Chairman, Committee ow Public Works, 
U.S. Senate, Washington, D.C. 


DeaR SENATOR CHAVEZ: Thank you for your letter with regard to the amend- 
ment which I was successful in having the House add to the Tennessee Valley 
Authority self-financing bill, H.R. 3460. 

I am interested in appearing before the Subcommittee on Flood Control, 
Rivers and Harbors in defense of my amendment, and would appreciate your 
advising me when hearings are to be held. 

Sincerely yours, 
SaMuEL S. Srrarron. 
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CHARLESTON, W. VA., June 10, 1959. 
Hon. JENNINGS RANDOLPH, 
Member, U.S. Senate, 
Senate Office Building, Washington, D.C.: 

The Charleston Chamber of Commerce favors the general proposal to make 
the Tennessee Valley Authority independent of Federal control provided the 
independence is real and complete. 

We favor making TVA independent of both the Federal Congress and, more 
importantly, the Federal Treasury. 

Let the TVA States, by congressionally authorized compact, issue their 
joint bonds covering the outstanding indebtedness of TVA, and repay the Fed- 
eral Government its invested capital funds. 

Then these TVA States, without asking Congress, can issue all the bonds they 
can sell, and expand their production of publicly produced electric energy as far 
as they like. 

But before more bonds for expansion are issued, TVA’s debt to the Federal 
Treasury should be paid. Then let TVA be contained within its present opera- 
tional territory. 

We are opposed to any further expansion of TVA, directly or indirectly, by 
congressional subsidies or fiscal authorizations made possible by previous in- 
vestment of Federal funds. 

The issue here is not public versus private power. 

Instead, it is whether public power for the comparatively small segment of 
the American people served by TVA will continue to be subsidized with the 
taxes of the majority of citizens outside TVA who purchase electric energy from 
private enterprise investment. 

This kind of subsidized discrimination by the Federal Government against 
consumers of privately produced electric energy constitutes a severe penalty in 
this day of sharp competition between communities for industrial and commer- 
cial enterprise. 

Why should the citizens of non-TVA States continue to pay their own electric 
bills and part of the electric bills of TVA citizens too? 


PavuL R. ANDERSON, 
President, Fielding Woods; Chairman, Congressional Affairs Committee. 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D.C., June 10, 1959. 
Hon. Rosert S. KErr, 
Chairman, Subcommittee on Flood Control, Senate Public Works Committee, 
Washington, D.C. 


Dear SENATOR Kerr: I enclose a statement of the Chamber of Commerce of 
a or States in opposition to the TVA revenue bond bills H.R. 8460 and 
. 931. 
I would appreciate it if you would make this a part of the record of your 
current hearings. 
Cordially yours, 
CLARENCE R. Mires. 


STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES TO THE SENATE 
Pusiic Works COMMITTEE WITH RESPECT TO H.R. 3460 anp S. 931 


The Chamber of Commerce of the United States urges your committee to dis- 
approve H.R. 3460 and S. 931 and similar bills to permit TVA to expand through 
the use of revenue bonds. 

The opposition of the national chamber to these bills is based on the belief that 
the legislation is unnecessary, unsound, and against the public interest. 

At the recent annual meeting of the chamber of commerce, the official dele- 
gates voted overwhelmingly to reaffirm a policy calling for the halting of TVA 
expansion, a position we have held for several years. 

Over the 25 years in which the Tennessee Valley Authority has been in opera- 
tion, private enterprise has been displaced by public enterprise through the use 
of Federal subsidies. Competition from the TVA area has placed communities 
outside the area at a disadvantage in their efforts to expand industrially. Tax- 
payers in general should not be required to provide the TVA area with funds for 
facilities and services which should be a local responsibility. 
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EXPANSION NOT NEEDED 


Federal investments of more than $2 billion have provided the TVA region 
with a fully regulated river and the world’s largest electric utility system. Only 
80 percent of the electric power comes from the hydropower byproduct of devel- 
oping the Tennessee River. This development has been made with funds pro- 
vided by taxpayers throughout the country; it is furnishing the region with 
“cheap” subsidized electric power at the expense of the Nation as a whole. 

The Tennessee Valley Authority has been given a responsibility for operating 
and maintaining its Federal power projects efficiently, for protecting and recov- 
ering the taxpayers’ investment, and for carrying out the normal functions of the 
agency which may be required. But there is no legitimate need for TVA to 
broaden either its utility functions or its service territory. 

TVA already serves several million people in a 48,000-square-mile area outside 
the Tennessee River Basin, as well as those living in about 32,000 square miles 
of the drainage area proper. We believe that federally produced electric power 
should not be extended to any locality outside TVA’s present service area. 

During the hearings on H.R. 3460 in the House Committee on Public Works, 
Representative Vinson, of Georgia, offered an amendment which would have lim- 
ited TVA power service to the actually territory served as of July 1, 1957. The 
amendment was altered to allow TVA power to be extended into several neigh- 
boring communities serving roughly 50,000 people. The only excuse offered for 
extending TVA service is that these people are said to prefer low-cost Federal 
power to their existing sources. It should be recognized that the reason these 
sources have higher rates than TVA is their added costs of interest, taxes, and 
return to stockholders. Interest and full taxes are not included in present TVA 
rates. In other respects, the electricity is identical and service is certainly 
comparable. 

Several communities are now actively seeking to obtain TVA electricity by 
enlargement of TVA’s service area and additional weakening of the Vinson 
amendment to H.R. 3460. Furthermore, they support S. 931 because it contains 
no effective limitations on the extension of TVA’s service into adjacent areas. 
Proximity to the TVA region is insufficient justification for the Federal Govern- 
ment to provide a purely local service which can and should be provided by local 
enterprise without Federal assistance in any form. 

If any legislation is enacted to amend the TVA Act, it should specifically con- 
fine TVA power service within the territory served as of July 1, 1957. H.R. 3460 
should be modified according to the original wording of the Vinson amendment 
to provide no exceptions to strict area limitation. S. 931 should contain an amend- 
ment similar to the original Vinson amendment. 

Unless such provisions are written into the TVA Act, Federal utility service 
will encroach step by step into the surrounding territory. Such encroachment is 
now being promoted by public power groups throughout Kentucky. Neither Ten- 
nessee nor Kentucky—nor the United States as a whole—can long tolerate this 
gradual displacement of taxpaying private enterprise by tax-supported public 
enterprise. The place to stop is at the present borders of TVA territory. 


REVENUE BOND FINANCING UNSOUND 


The use of revenue bonds to finance any agency of the Federal Government 
would introduce a new and unsound concept in Federal fiscal affairs. Revenue 
bonds should not be sold to the public to finance any Federal industrial activity. 

Such bond financing is completely contrary to the regular appropriations pro- 
cedure and congressional controls that have been evolved over the years to pro- 
tect the public purse. The financing of all Federal agencies should be subject 
to periodic review by the legislative arm of our Government in order to maintain 
an effective degree of accountability to the taxpayers. 

Congress should insist on the right to review annually all of TVA’s plans for 
financing, construction, and utility service, and to either accept, modify, or reject 
those plans. 

The Comptroller General has repeatedly advised Congress that the most effec- 
tive control over capital expenditures is through appropriations. He has also 
recommended that if funds are available from bonds or power revenues, TVA 
should be required to obtain specific and prior authorization from the Congress 
to construct power facilities, including new units at existing plants. 

The present system of financial accountability through annual appropriations 
should not be replaced by blank-check spending or backdoor raids on the Treas- 
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ury. The proposed revenue bond legislation does not give either Congress or the 
Treasury Department adequate voice in regulating the sale of TVA bonds or the 
application of its revenues. 

DANGEROUS PRECEDENT 


The revenue bond authorization proposed in H.R. 3460 and 8S. 931 would set a 
dangerous example for the unrestrained expansion of other Federal power agen- 
cies. These agencies would then become financially independent and administra- 
tively free from effective control by Congress. The bill in the Senate (S. 1927) to 
authorize a Bonneville Power Corp. in the Columbia River Valley may be only 
the first of several such revenue bond proposals. 

In addition to the basic unsoundness of revenue bond financing by any Govern- 
ment agency, H.R. 3460 and S. 931 contain other objectionable features which 
are not in the public interest. 

The bonds proposed to be issued by TVA, while subject to Federal income 
taxes, would not be subject to State or local taxes except estate, inheritance, and 
gift taxes. Since this-is not true of regular Treasury bonds, a substantial ad- 
vantage would be provided to the investor in these revenue bonds, to the detri- 
ment of investors in regular issues. 

This legislation also proposes that the bonds to be issued by TVA “shall not be 
obligations of, nor shall payment of the principal thereof, or interest thereon be 
guaranteed by, the United States.” However, the Comptroller General of the 
United States has pointed out that this is meaningless because “they would be 
moral and equitable obligations of the United States, since they would be issued 
by a wholly owned and controlled corporate instrumentality of the U.S. Gov- 
ernment.” 

PRESENT INVESTMENT SUBORDINATED 


The revenue bond proposal is against the public interest because under either 
8S. 931 or H.R. 3460 the taxpayers’ investment in existing TVA power facilities 
would be subordinated to new investments backed by revenue bond proceeds. 
Retirement of the bonds would have priority over the repayment of appropriation 
investments. 

The repayment provision in the bills calling for annual payments of only $10 
million is entirely unrealistic. It would extend to at least 120 years, the period 
in which existing investments might be repaid. It is quite possible that within 
this length of time atomic electric power and solar energy will have completely 
replaced hydro and steam plants, and the remaining taxpayers’ investment in 
TVA facilities would be forgiven rather than repaid. 

It should be noted that the “return” to be paid on the appropriation invest- 
ment, at a rate equal to the average interest rate payable by the Treasury, is 
even less than the Government’s bare interest costs to provide funds invested 
in TVA facilities. Since the investment came not from short-term borrowings 
but from long-term obligations, the interest rate to be used in any “return” 
should be computed on the basis of Treasury costs for long-term notes. Basing 
the interest rate on “total marketable public obligations” would decrease the 
rate of return and would cost taxpayers millions of dollars over the repayment 
period. This is an unnecessary subsidy which taxpayers generally should not 
be required to give. 

Interest rates required of TVA under 8. 931 or H.R. 3460 should be based on 
15- or 20-year averages on long-term obligations in order to cover the full cost 
of Treasury borrowing. 

Congress should not dilute the statutory repayment of or the interest on the 
outstanding appropriation investment in TVA power facilities. Moreover, we 
recommend that any amendment to the present 40-year repayment schedule in- 
clude the additional requirement that TVA begin the 40-year repayment of the 
reinvested power revenues which have gone into new facilities rather than back 
to the Treasury. 

ALTERNATIVE LEGISLATION RECOMMENDED 


We recommend that H.R. 3460 and S. 931 be rejected so that the TVA region, 
like other sections of the country, can begin to use local initiative to provide 
its own power supply without relying on continued Federal assistance. 

In place of the proposed legislation, the following amendments to the TVA 
Act are of first importance at this time: 

1. Define the territory into which TVA shall provide electric service as that 
now being served, as proposed by Representative Vinson. This will help to 
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limit the need for more TVA generating capacity by excluding any demands from 
areas now being served by other utility systems. 

2. Bliminate the sole-supplier clause in TVA power sales contracts. This will 
free the captive distributors of TVA electricity so that they can obtain additional 
power supply from other than TVA, either by purchase from neighboring utilities 
or by construction of their own generating facilities. 

3. Regulate TVA power sales and establish rates, according to terms and 
conditions of the Federal Power Act, which reflect all costs of producing the 

ower. 
. 4. Require payment of interest to the Treasury on the power investment at 
the going rate of interest on long-term Government bonds and repayment of both 
the appropriations as required under existing law and the power revenues which 
have been reinvested in new power facilities. 


U.S. SENATE, 
COMMITTEE ON LABOR AND PUBLIC WELFARE, 
June 17, 1959. 
Hon. Rospert S. Kerr, 
Chairman, Subcommittee on Flood Control, Rivers and Harbors, Public Works 
Committee, U.S. Senate, Washington, D.C. 


Deak Mr. CuarrMAN: I shall appreciate very much your making the attached 
telegram a part of the record of the hearings on S. 931, the TVA self-financing 
bill. 

With kind regards, I am 

Sincerely yours, 
JOHN SHERMAN COOPER. 


PapucaH, Ky., June 8, 1959. 
Re June 9 hearing on TVA bill. 
Hon. JOHN SHERMAN COOPER, 
Senate Office Building, 
Washington, D.C.: 


Jackson Purchase Rural Electric Cooperative Corp. serves an area which in- 
cludes Shawnee steam plant and adjoins Kentucky Dam. We have been work- 
ing toward getting TVA power for several years and feel that it will be a gross 
injustice if we are denied the right to TVA power since it cannot be denied that 
we are geographically within the TVA area. We know that you are sympathetic 
and we uge you to help us in any way that you can. 


JACKSON PURCHASE RURAL 
ELECTRIC COOPERATIVE CORP., 
Horace HArtTING, President. 


THE PEOPLES BANK, 
Marion, Ky., June 17, 1959. 
Senator Rosert S. Kerr, 
U.S. Senate, Washington, D.C. 


Dear SENATOR KERR: Although I have not heard of an expression by you as to 
how you stand on the proposed TVA bill now pending before your committee, but 
I am afraid some of the Members of Congress don’t understand the bad situa- 
tion that now prevails in some of the counties of our Nation, as a result of some 
of the legislation enacted by your body, particularly this one. 

This county (Crittenden) has been one of the largest producers of fluorspar 
east of the Mississippi River since about 1880; however because of the reciprocal 
trade treaty enacted by the Congress, with which I am sure you are thoroughly 
familiar, all of the fluorspar mines in this county closed 5 years ago. Since that 
time, the population of this county has declined 26.4 percent. 

Although our town is only 32 miles from the Kentucky Lake Dam power 
station, there is one section in the proposed legislation, referred to in the en- 
closed clipping that will prevent this town and county from obtaining any bene- 
fits of lower power rates. 

Since the mines of our county closed, the businessmen of our town have been 
trying to find something that we might use to attract new industrial enter- 
prises to move to our county that would bolster our economy. We had hoped 
that we might obtain TVA power as an attraction to new industrial enterprises, 
but under the term of a part of the proposed bill, our town would be eliminated. 
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I call your attention to the statement of Mr. R. M. Watt, chairman of the 
Kentucky Utilities Co. that his company would be required to discharge 115 men 
if the proposed exclusion is approved in the bill. This is not very much of a 
comparison with one mine in our county that closed, where 250 men lost their 
jobs. 

The sad part of that is, the majority of those men have left our county seek- 
ing employment. This is not considering the other 500 to 750 men, identified 
with the mining business of our county who also lost their jobs at the same time, 
because of the reciprocal trade treaty. We understand that Congress enacted 
this treaty because of a world situation and the people of this county feel that 
we are a part of our Nation and are willing to do our share. But the bill that is 

~m«eetOw before your body is purely local, and is one of the biggest pieces of class 
legislation we have heard about in many years. 

The town of South Fulton, Tenn., and Glasgow, Ky., are 250 miles apart and 
the town of Princeton, Ky., named in the clipping, is only 23 miles from our 
town, 

We feel that the proposed bill is a discrimination against our county, in view 
of the above referred to treaty, and it causes us to wonder just what the meaning 
is of the inscription over the entrance of the Supreme Court Building, there, 
“Equal Justice Under Law” and why was it placed there. 

It is my hope that your committee will disregard the lobby of the power in- 
terests and have the courage to stand up for the rights of all people of our 
Nation and not let this proposed legislation die in your committee. 

Very sincerely yours, 
Net G. GUEss. 


KENTUCKY UTILITIES Firm Asks Limit oN TVA GROWTH 


WaSsHINGTON.—Kentucky Utilities Co. and other private power groups have 
asked that the Senate confine the Tennessee Valley Authority to the area it now 
serves. 

R. M. Watt, of Lexington, Ky., chairman of the KU board, said 115 company 
employees would have to be discharged if four cities now served by KU are 
included in the TVA area. 

The cities are South Fulton, Tenn., and Princeton, Paducah and Glasgow, Ky. 
A House-approved bill for a TVA self-financing program would exempt them from 
the area limitation. 

The pleas were heard Wednesday by a Senate Public Works Subcommittee 
which ended a hearing on self-financing proposals. 

Legislation would authorize TVA to issue up to $750 million in revenue bonds 
to finance construction of new facilities which the agency says are needed to avoid 
a power shortage. 

Witnesses for the private power groups said they are opposed to self-financing 
but want a protective clause against TVA expansion if the bill passes. 
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